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Budget  Message 

By 

GOVERNOR  EARL  WARREN 

1949-1950  Budget 

To  the  Senate  and  Assembly  of  the  State  Legislature  of  California: 

In  compliance  with  the  provisions  of  the  State  Constitution  and  the  needs  of 
the  State,  I  present  herewith  for  your  consideration  the  budget  representing  my 
estimate  of  expenditures  to  be  made,  and  revenues  required,  by  the  State  of  Cali- 
fornia during  the  next  fiscal  year. 

The  total  of  this  budget  is  $1,060,187,939— an  increase  of  $140,244,652  over 
the  budget  which  I  submitted  for  the  current  fiscal  year. 

The  total  in  the  normal  sense  is  actually  $912,278,995.  The  sum  of  $147,908,944 
budgeted  for  capital  outlay  will  be  paid  out  of  moneys  saved  since  1943  for  building 
purposes.  It  is  not  necessary,  therefore,  to  consider  this  amount  in  connection  with 
tax  needs. 

Tremendous  as  the  budget  total  may  be  it  will  become  evident  that,  exclusive 
of  items  for  critically  needed  buildings  under  the  program  just  mentioned,  only 
$233,638,000  in  General  Fund  appropriations  affecting  taxes  were  in  any  sense 
subject  to  my  control. 

Analysis  of  the  budget  will  reveal  that  it  includes  $153,262,000  of  increased 
expenditures  for  school  and  social  welfare  traceable  to  initiative  measures  approved 
by  the  voters  during  the  past  two  years.  As  a  matter  of  fact,  one-third  of  this 
budget,  or  $350,589,000,  represents  school  apportionment  and  welfare  programs 
required  by  constitutional  provisions  approved  by  the  voters  at  the  general  elec- 
tions in  1946  and  1948. 

This  budget  reflects  for  the  first  time  the  action  of  the  voters  in  approving 
Proposition  No.  4  at  the  November  2,  1948,  election.  Proposition  No.  4,  in  budget 
terms,  means  that  $88,767,000  has  been  added  to  our  expenditures  for  old  age 
and  blind  assistance  next  year.  In  addition  the  sum  of  $29,468,000  is  required  to 
operate  the  program  between  January  1  and  June  30  of  this  year.  This  means 
that,  to  the  extent  of  $29,468,000,  balances  that  might  have  been  used  to  finance 
requests  in  this  budget  will  not  be  available.  In  total,  the  additional  cost  to  the 
State  of  Proposition  No.  4  will  be  $118,235,000  up  to  July  1,  1950. 

This  is  the  budget  of  a  State  striving  to  service  the  needs  of  10,350,000  people 
— a  budget  which  must  of  necessity  serve  more  people  than  heretofore  and  also 
reflect  the  increase  in  housekeeping  cost  now  affecting  every  growing  institution, 
both  public  and  private. 

Population  increase  has  been  a  dominant  influence  behind  the  increased  cost 
of  government  in  California  in  the  past  six  years.  Growth  continues  as  the  prin- 
cipal factor  in  determining  state  expenditures.  It  is  found  in  this  budget  translated 
into  requests  for  more  funds  for  education,  state  hospitals,  prisons,  public  health, 
highways,  the  regulation  of  motor  vehicles,  and  the  construction  of  long  needed 
buildings  to  house  these  important  functions  of  State  Government. 

In  terms  of  the  total  budget  dollar,  30.2  cents  will  be  expended  for  education ; 
20.0  cents  will  go  for  social  welfare  and  public  health ;  19.4  cents  for  roads,  streets, 
highways,  and  the  regulation  of  motor  vehicles ;  8.9  cents  for  hospitals,  correctional 
schools,  and  prisons;  5.1  cents  for  conservation  and  development  of  agriculture, 
water,  and  other  natural  resources ;  and  16.4  cents  for  all  other  state  activities. 

For  some  time  we  have  believed  that  the  State  Budget  might  be  more  easily 
understood  if  it  were  presented  in  the  three  important  units  in  which  it  naturally 


divides  itself.  Therefore,  this  year  we  are  showing  separately  the  totals  for  State 
Operations,  Capital  Outlay  and  Local  Assistance.  It  so  happens  this  year  that  there 
has  been  a  major  transfer  of  obligations  from  Local  Assistance  to  State  Operations 
which  is  brought  clearly  into  focus  by  this  new  method  of  budget  presentation. 
The  State  Operations  Budget  has  been  sharply  increased  and  the  Local  Assistance 
Budget  has  been  decreased  as  a  result  of  Proposition  No.  4  which  transferred  all  old 
age  assistance  and  needy  bliud  costs  to  the  State. 
The  sections  divide  themselves  as  follows: 

Amount 

I.     State  Operations  Budget $428,672,779 

II.     Capital  Outlay  Budget 241,122,553 

III.     Local  Assistance  Budget 390,392,607 


Total $1,060,187,939 

STATE   OPERATIONS   BUDGET 

The  budget  for  State  Operations  amounts  to  $428,672,779.  Excluding  the 
amounts  which  must  be  provided  as  a  result  of  voter  liberalization  of  the  social 
welfare  program,  the  Operations  Budget  total  amounts  to  $262,367,000  as  compared 
with  $234,821,000  for  the  current  year— an  increase  of  $27,546,000.  This  increase 
is  occasioned  in  the  main  by  salary  adjustments  and  the  still  increasing  volume  of 
service  made  necessary  by  our  mounting  population.  We  have  made  many  improve- 
ments in  the  quality  of  state  service  during  recent  years,  but  I  am  making  only 
moderate  recommendations  for  such  improvements  this  year  in  order  to  present 
as  economical  a  budget  as  possible  under  the  circumstances. 

The  increase  in  administration  cost  for  the  Social  Welfare  Department  is 
not  included  in  the  $27,546,000  but  will  be  found  included  in  the  cost  of  Proposi- 
tion No.  4,  as  mentioned  above.  A  deficiency  appropriation  of  $3,075,323  is  required 
to  cover  administrative  cost  of  the  State  Department  of  Social  Welfare  until  June 
30, 1949,  the  end  of  the  current  fiscal  year. 

Salary  Adjustments: 

Pursuant  to  House  Resolution  No.  80  of  the  1948  Legislature  the  State 
Personnel  Board  has  made  a  detailed  comparison  of  state  salaries  with  those  paid 
by  private  industries  and  other  governmental  agencies.  It  recommended  a  5  per- 
cent adjustment,  effective  September  1,  1948,  and  has  used  available  funds  to 
provide  such  an  increase  for  18,000  employees  in  the  lower  salary  brackets. 

In  order  to  extend  the  5  percent  increase  to  other  classes  where  adjustments 
are  due,  the  sum  of  $1,800,000  should  be  made  available  immediately  from  the 
State  General  Fund  to  be  paid  on  a  retroactive  basis  to  September  1st.  I  recommend 
a  deficiency  appropriation  in  this  amount.  There  is  included  in  the  budget  $5,300,- 
000  necessary  to  continue  these  increased  salaries  through  1949-1950. 

You  also  have  before  you  a  report  of  the  State  Personnel  Board  and  its  recom- 
mendation for  a  special  salary  increase  fund  to  be  available  in  the  event  of  a 
further  general  increase  in  salaries  and  wages  in  private  business.  I  concur  in  this 
recommendation  and  have  included  a  General  Fund  appropriation  of  $5,600,000 
for  this  purpose  on  condition  that  the  fund  shall  be  used  only  if  and  when  studies 
of  the  Personnel  Board  show  the  necessity  of  further  salary  increases  to  maintain 
state  salaries  on  a  parallel  with  those  in  private  industry.  No  legislative  appropria- 
tion will  be  necessary  for  special  fund  agencies,  since  amounts  can  be  made  avail- 
able by  executive  order,  if  salary  increases  are  approved. 

Other  major  increases  which  I  am  recommending  in  the  State  Operations 
Budget,  and  the  reasons  therefor,  follow : 


1.  Education:  Provision  is  made  for  the  expenditure  of  $48,171,321  for 
operation  of  state  educational  institutions,  the  Department  of  Education  and  other 
educational  activities.  (Apportionments  to  the  Public  School  System  which  amount 
to  $196,250,900  are  not  included  in  this  item.)  This  total  contains  an  increase  of 
$7,561,422  over  current  operating  expenses.  Of  this  increase,  $5,519,296  is  for  the 
University  of  California.  Explanation  of  the  increase  is  found  in  items  dealing  with 
the  amount  and  quality  of  education  offered  by  the  State.  Some  provision  is  made 
for  larger  teaching  staffs  in  relation  to  enrollments  and  for  an  increase  of  courses 
available  at  both  the  University  of  California  and  the  state  colleges.  A  new  law 
school  and  college  of  engineering  at  Los  Angeles,  extension  of  agricultural  courses 
at  Davis  and  the  Fresno  State  College,  and  expansion  of  the  agricultural  research 
program  contribute  to  the  total.  The  largest  single  item  of  increase  is  $1,000,000 
required  to  offset  student  fees  formerly  paid  by  the  Federal  Veterans '  Administra- 
tion under  the  GI  Bill  of  Rights. 

2.  Mental  Hygiene:  Provision  is  made  for  the  expenditure  of  $34,223,959 
which  represents  an  increase  of  $1,366,390  over  current  expenditures.  The  increase 
is  recommended  in  accordance  with  the  needs  of  an  additional  2,200  patients  and 
to  carry  on  a  program  to  improve  the  standards  of  care  provided  for  all  persons 
in  our  mental  institutions.  The  department  is  now  in  the  third  phase  of  a  carefully 
worked  out  program  designed  to  improve  the  ratio  of  medical  and  nursing  personnel 
to  patients.  Until  adequate  facilities  can  be  provided  to  house  all  of  the  37,500 
persons  in  our  mental  institutions  and  the  2,200  net  increase  anticipated  each  year, 
we  must  give  extra  supervisory  attention  to  the  conditions  provoked  by  over- 
crowding. If  we  are  to  fulfill  our  responsibility  to  operate  our  institutions  under 
an  enlightened  program,  the  improvement  program  now  under  way  must  be 
completed. 

3.  Corrections:  Provision  is  made  for  the  expenditure  of  $15,207,460 — an 
increase  of  $638,669  over  current  expenditures.  Factors  to  be  considered  in  con- 
nection with  the  increase  are  the  operation  of  additional  facilities  and  an  estimated 
884  increase  in  the  number  of  inmates.  During  the  last  two  years  we  have  followed 
a  policy  of  replacing  convict  workers  in  our  institutions  with  free  personnel  where 
confidential  records  or  prison  safety  are  involved.  This  program  is  carried  to 
completion  in  this  budget.  It  is  recognized  that  a  delicate  balance  exists  between 
the  direct  economy  of  a  liberal  parole  policy  and  the  potential  cost  of  releasing 
convicts  not  ready  for,  or  incapable  of,  leading  a  normal  free  life.  Additional 
emphasis  is  therefore  being  placed  upon  classification,  education,  and  parole  work 
with  a  view  to  returning  as  many  prisoners  as  possible  to  self-supporting  activities. 

A  sum  of  $102,734  is  included  herein  for  the  continuation  of  the  work  of  the 
Crime  Commissions  and  particularly  the  work  of  the  Commission  on  Organized 
Crime.  This  is  a  substantial  reduction  from  the  $214,341  in  the  current  budget 
because  most  of  the  commissions  will  have  completed  their  work  and  been  dis- 
charged before  the  end  of  this  fiscal  year.  The  work  already  accomplished  by  the 
commissions,  however,  demonstrates  that  there  is  an  active  underworld  in  our  State 
and  that  it  is  reaching  out  to  organize  and  commercialize  vice  and  crime. 

The  public,  the  Legislature,  and  the  Governor  are  entitled  to  have  the  facts 
from  the  viewpoint  of  a  citizens'  survey  made  by  people  who  represent  a  cross- 
section  of  our  best  citizenship.  This  is  a  difficult  task  for  any  group  of  citizens.  Their 
efforts  are  bound  to  be  impeded  by  the  ramified  influences  of  the  underworld,  but,  as 
I  said  to  you  in  my  recent  message  to  the  Legislature,  a  failure  to  continue  this 
work  on  the  modest  basis  herein  recommended  would  be  a  complete  surrender  to 
the  underworld  and  an  invitation  to  criminals  everywhere  to  close  ranks  and  prey 
upon  our  people  in  an  organized  manner.  This  is  not  law  enforcement  work.  It  is 
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not  duplication.  It  is  merely  keeping  ourselves  properly  advised  before  conditions 
become  intolerable.  The  work  has  had  the  cooperation  of  the  peace  officers  of  the 
State  and  carries  the  endorsement  of  their  association. 

4.  Public  Health:  Provision  is  made  for  the  expenditure  of  $4,826,858,  an 
increase  of  $1,025,585  over  current  expenditures. 

State  expenditures  for  health  supervision  have  shown  the  largest  increase  of 
any  governmental  function  during  recent  years — and  properly  so.  This  depart- 
ment was  being  allocated  approximately  $750,000  a  year  when  I  took  office  as 
Governor  six  years  ago.  Believing  that  constant  vigilance  in  matters  of  public 
health  is  of  vital  importance  at  all  times,  and  particularly  at  a  time  when  millions 
of  new  residents  were  crowding  into  our  State,  I  first  called  for  a  reorganization 
of  the  department.  Since  that  time  I  have  consistently  advocated  a  fuller  recog- 
nition of  state  responsibility  in  this  field. 

One  of  the  major  increases  in  this  budget  is  for  health  supervision  in  con- 
nection with  problems  of  water  supply  and  sanitation.  State  Government  is 
charged  with  the  responsibility  of  investigating  and  approving  the  domestic  water 
systems,  and  facilities  for  the  disposal  of  sewage,  industrial  waste,  and  other 
refuse.  This  budget  will  permit  the  State  to  discharge  this  responsibility  in  a  more 
thorough  manner  than  ever  before.  Other  items  involving  increases  are  programs 
through  which  the  state  is  extending  additional  assistance  to  the  smaller  counties 
in  aiding  crippled  children  and  additional  expenditures  for  the  cerebral  palsy 
program.  Greater  emphasis  is  placed  upon  the  control  of  communicable  diseases, 
especially  research  in  connection  with  Q  Fever,  which  constitutes  a  latent  threat 
to  health  unless  adequate  control  measures  can  be  developed. 

5.  Veterans  Affairs:  Provision  is  made  for  the  expenditure  of  $4,769,101 — 
an  increase  of  $383,655  over  current  expenditures. 

Three-fourths  of  the  increase  recommended  for  this  department  relates  to  the 
program  of  educational  assistance  to  veterans  and  veterans'  dependents  under 
legislation  adopted  in  1921.  The  act  provides  that  veterans  who  desire  to  continue 
their  education  may  receive  an  assistance  grant,  not  to  exceed  $1,000.  This  pro- 
vision also  applies  to  veterans  of  the  second  World  War.  As  eligible  students 
exhaust  their  rights  under  the  federal  education  program  an  increasing  number 
are  turning  to  the  State  for  assistance.  The  estimated  cost  of  this  program,  includ- 
ing educational  assistance  to  veterans'  dependents,  in  1949-50  is  $2,516,800.  Other 
increases  reflected  in  the  department's  budget  are  in  connection  with  the  operation 
of  the  Veterans'  Home  at  expanded  capacity  and  a  moderate  increase  in  state 
payments  to  service  organizations  for  their  work  in  connection  with  veterans' 
claims  for  care,  preference  or  compensation. 

6.  Motor  Vehicles:  Provision  is  made  for  the  expenditure  of  $10,039,944  for 
normal  operations — an  increase  of  $834,872.  The  budget  also  provides  $1,275,000 
for  purchase  of  materials  and  manufacture  of  license  plates  to  be  issued  in  1951. 
This  will  occur  but  once  in  five  years,  in  accordance  with  your  approved  five-year 
plan.  This  is  the  budget  of  a  state  department  that,  while  working  under  the 
handicap  of  inadequate  quarters,  has  been  faced  with  a  rising  work  load,  the 
reorganization  of  its  system  to  machine  operation  and  the  assumption  of  the 
entirely  new  financial  responsibility  program.  Eecognizing  that  this  department 
leads  all  others  in  service  contacts  with  the  public,  I  am  recommending  expansions 
which  will  not  only  save  time  and  expense  for  thousands  of  individual  motorists, 
but  which  will  compensate — through  improved  service — for  the  increased  taxes 
now  being  paid  by  all  motor  vehicle  owners.  Included  in  this  budget  is  a  provision 
for  the  establishment  of  new  branch  offices  of  the  department  in  a  number  of 
communities. 


7.  Highway  Patrol:  Provision  is  made  for  the  expenditure  of  $10,774,137 — 
an  increase  of  $1,783,704.  Explanation  of  the  increase  will  be  found  in  provisions 
made  for  200  more  highway  patrolmen.  This  recommendation  for  the  expansion 
of  the  Highway  Patrol  is  in  keeping  with  the  program  inaugurated  two  years  ago. 
It  is  the  second  major  increase  which  I  have  requested  to  bring  our  traffic  regu- 
lation and  safety  activities  more  in  line  with  the  increases  that  have  occurred  in 
motor  vehicle  traffic.  By  the  end  of  next  year  it  is  expected  that  4,  500,000  vehicles 
will  be  traveling  our  streets  and  highways.  In  the  last  twelve  months  at  least 
3.000  deaths  have  occurred  as  a  result  of  traffic  accidents.  This  fact  alone  is  con- 
vincing argument  in  support  of  expansion  of  the  Patrol. 

8.  Natural  Resources:  Provision  is  made  for  the  expenditure  of  $18,010,634 
— an  increase  of  $1,105,386  over  current  expenditures.  Conservation  of  natural 
resources  has  received  increased  recognition  in  recent  state  budgets.  This  budget 
provides  for  additional  modern  equipment  to  protect  our  foothill  and  brush  areas 
from  fire,  for  the  further  development  of  recreational  areas,  and  for  the  expansion 
of  the  fish  and  game  conservation  program,  pursuant  to  legislation  adopted 
in  1947. 

9.  Agriculture:  Provision  is  made  for  the  expenditure  of  $8,193,302 — an 
increase  of  $599,997.  In  the  main  the  increase  recommended  for  the  Department 
of  Agriculture  is  for  the  control  and  suppression  of  agricultural  diseases  and  pests, 
and  for  the  better  dissemination  of  crop  and  market  information. 

10.  Industrial  Relations:  Provision  is  made  for  the  expenditure  of  $4,030,470 
— an  increase  of  $213,157.  The  recommendations  made  in  this  budget  provide  for 
expansion  of  the  Conciliation  Service  inaugurated  as  an  experiment  two  years  ago. 
Our  experiences  with  this  work  have  fully  justified  its  continuation  and  enlarge- 
ment. Funds  for  the  Division  of  Industrial  Safety  are  being  increased  to  meet  the 
added  work  load  developing  through  industrial  expansion. 

CAPITAL  OUTLAY   BUDGET 

Since  1943  it  has  been  my  responsibility  to  report  at  each  legislative  session 
on  the  condition  of  the  physical  plant  of  our  State  Government.  I  have  endeavored 
to  keep  you  currently  and  frankly  informed  on  the  problems  and  the  needs  of  our 
educational  institutions,  prisons,  hospitals  and  office  buildings — neither  minimiz- 
ing nor  exaggerating  the  extent  of  the  accumulated  obsolescence  and  depreciation 
of  the  last  20  years  and  the  impact  of  population  growth  upon  admittedly  inade- 
quate facilities. 

This  is  the  section  of  the  budget  in  which  we  deal  with  the  problem  of  the 
physical  plant  needs  of  State  Government — needs  which  all  of  us  realize  are  not 
static  but  are  increasing  day  by  day,  both  in  urgency  and  in  volume. 

Because  of  war  produced  restrictions  upon  construction,  this  is  the  first  time 
since  I  have  been  Governor  that  I  have  been  able  to  report  actual  progress  in  the 
building  of  new  facilities  for  state  use.  It  is  therefore  time  for  a  review  of  the  steps 
we  have  taken  in  what  I  consider  to  be  one  of  the  most  sound  and  humanitarian 
programs  of  expenditure  ever  undertaken  by  our  State  Government. 

"Working  together  during  the  past  six  years,  we  have  fostered  a  program 
through  which  much  of  the  long  deferred  construction  and  replacement  needs  of 
our  State  can  be  financed.  We  have  called  it  our  post  war  building  program.  It  is  the 
program  through  which  we  have  shown  our  concern  over  the  manner  in  which 
37,500  mental  casualties  are  housed.  It  is  the  program  through  which  we  have 
shown  our  recognition  that  30,000  more  students  are  seeking  the  educational 


benefits  of  our  university  and  state  colleges  than  before  the  war.  It  is  the  program 
that  reflects  our  concern  over  a  prison  situation  created  by  10,000  prisoners  when 
permanent  accommodations  are  adequate  for  only  5,300,  and  a  trend  that  will 
necessitate  the  housing  of  13,000  by  1955.  It  is  the  program  to  which  we  must  look 
if  hundreds  of  young  boys  and  girls  are  to  be  kept  out  of  jails  or  detention  homes 
and  afforded  the  retraining  for  good  and  useful  citizenship  offered  by  our  Youth 
Authority. 

In  brief,  it  is  to  this  program  to  which  all  of  us  have  come  to  link  our  natural 
desire  for  enlightened  and  humane  treatment  for  every  person  for  whom  the  State 
must  provide  housing  and  direction.  Likewise,  we  look  to  this  program  for  relief 
from  the  drain  upon  tax  moneys  caused  by  the  rental  of  buildings  needed  by  State 
Government — an  item  which  has  grown  to  $2,500,000  a  year.  It  is  a  program 
designed  to  fill  the  void  created  by  financial  inability  to  build  during  a  depression 
and  necessary  war-time  restrictions  against  construction.  It  is  a  program  for  bring- 
ing the  inadequate  facilities  of  a  State  of  7,000,000  people  into  line  with  the  needs 
of  a  State  of  10,350,000  people. 

It  was  in  the  year  1943,  my  first  year  as  Governor,  that  we  faced  this  tremen- 
dous problem  of  housing  with  resolution,  and  evolved  the  program  which  we  are 
now  carrying  forward.  It  was  a  year  of  abnormal  wartime  revenue — a  year  in 
which  we  recognized  that  it  would  be  possible  to  both  reduce  state  taxes  and  develop 
a  surplus  for  postwar  construction  use.  We  came  to  agreement  on  such  a  program. 
Taxes  were  reduced  and  the  Building  Fund  was  started.  Our  first  step,  under  the 
building  program,  was  to  start  the  acquisition  of  sites  for  the  new  and  expanded 
schools,  office  buildings,  mental  hospitals  and  correctional  institutions  which  the 
program  permitted  us  to  envision. 

The  conclusion  of  the  war  made  it  possible  to  begin  assigning  accumulated 
funds  to  specific  projects.  In  1946  we  developed,  at  an  estimated  cost  of  $154,000,- 
000,  what  has  become  known  as  the  Unified  Construction  Program.  We  created  a 
State  Public  Works  Board,  as  a  joint  legislative-administrative  body,  to  administer 
the  program.  It  was  our  belief  at  that  time  that  the  Unified  Construction  Program 
then  approved,  plus  appropriations  already  made,  would  permit  the  replacement 
of  obsolete  structures  and  provide  the  State  with  new  facilities  capable  of  meeting 
all  normal  requirements  by  1951. 

In  1947  I  reported  to  you  that  steadily  rising  costs  of  construction  and  our 
continuing  population  growth  had  made  the  attainment  of  this  1951  goal  impossi- 
ble with  the  funds  available.  As  a  result  of  this  report,  you  took  action  in  your 
1947  and  1948  sessions  and  earmarked  first  $90,150,000  and  then  $26,800,000  for 
use  when  the  funds  available  for  the  Unified  Construction  Program  had  been 
exhausted. 

Through  this  same  period  since  1943,  you  also  made  appropriations  for 
specific  construction  projects  not  included  in  the  original  Unified  Building  Pro- 
gram. Among  these  projects  were  the  medical  and  law  schools  on  the  Los  Angeles 
campus  of  the  University  of  California  ($8,000,000),  a  teaching  hospital  at  the 
San  Francisco  Medical  Center  ($6,000,000),  the  two  new  state  colleges  in 
Southern  California  and  one  in  Sacramento  ($4,500,000) ,  new  wards  at  Napa  State 
Hospital  ($1,326,000),  a  new  building  at  Hastings  College  of  Law  ($1,450,000), 
student  housing  at  the  state  colleges  and  university  ($9,570,000) ,  and  the  vocational 
and  agricultural  institution  for  young  offenders  at  Tracy  ($3,165,000). 

These  specific  appropriations — and  there  were  more  than  fifty  of  them — were 
also  supplemented  to  provide  for  increased  construction  costs.  In  the  aggregate, 
with  the  supplementation,  they  now  amount  to  $141,259,000.  In  order  to  maintain 


one  consolidated  construction  program  for  the  State,  these  projects  were  incorpo- 
rated into  the  Unified  Building  Program  in  1947  under  the  direction  of  the  Public 
"Works  Board.  This  action  gave  us  in  fact,  as  well  as  in  name,  a  Unified  Building 
Program. 

Thus,  in  total,  during  these  years  you  have  made  available  for  construction 
use  the  sum  of  $295,259,000  and  earmarked  $116,950,000  as  a  reserve.  These  totals 
were  not  developed  by  guess  or  estimate,  but  through  step-by-step  approval  of 
individual  projects  under  a  well-studied,  long-term  building  program.  Each  dollar 
purpose,  including  use  of  the  $116,950,000  held  in  reserve  has  been  given  legisla- 
tive screening  and  approval. 

For  the  purpose  of  undertaking  an  analysis  of  this  entire  building  program, 
it  is  helpful  to  break  the  program  down  into  three  broad  classifications.  The  sum 
of  $102,963,000  has  been  appropriated  under  the  general  category  of  fixed  avail- 
able appropriations.  The  sum  of  $192,296,000  has  been  appropriated  under  the 
general  category  of  interchangeable  available  appropriations.  The  sum  of  $116,- 
950,000  is  in  the  category  known  as  "funds  frozen  in  reserve."  The  current  con- 
dition and  availability  of  each  of  these  funds  is  as  follows : 

Fixed  Available  Appropriations 

Appropriated $102,963,000 

Allocated   35,754,000 

Balance $67,209,000 

History — The  total  appropriation  in  this  category  is  for  specific  purposes  and 
the  funds  are  limited  in  their  use  to  such  purposes.  Uses  included  are  site  purchase 
appropriations  and  the  building  projects  to  which  I  have  just  referred.  Out  of 
these  funds  commitments  totaling  $35,754,000  have  been  made  for  projects  now 
under  construction,  such  as :  the  School  of  Veterinary  Science  and  the  Plant  Science 
Building  on  the  Davis  campus  of  the  University  of  California,  three  dormitories 
and  other  buildings  at  the  Institution  for  Men  at  Chino,  the  library  and  other 
improvements  at  the  California  Polytechnical  College,  new  ward  buildings  at 
Agnew,  Camarillo,  Napa,  Norwalk,  and  Pacific  Colony  State  Hospitals,  and  the 
new  Business  and  Professions  Building  annex  in  Sacramento.  In  addition,  sites 
have  been  purchased  for  a  new  state  prison  at  Soledad  and  at  Tracy,  and  a  prison 
medical  center  at  Vacaville ;  and  for  new  buildings  at  San  Jose,  Humboldt,  San 
Francisco  and  Fresno  State  Colleges. 

We  have  in  the  active  planning  stage  projects  which  will  soon  utilize  a  large 
portion  of  the  $67,209,000  balance  now  remaining  in  this  special  purpose  fund. 

Interchangeable  Available  Funds 

Appropriated $192,296,000 

Allocated   107,396,000 

Balance $84,900,000 

History — In  this  category  are  the  matters  over  which  the  Public  "Works  Board 
has  the  greatest  discretionary  authority.  It  is  made  up  of  the  original  $154,000,000 
appropriation  of  1946  and  the  1947  and  1948  supplementations  for  increased 
buildings  costs  and  additions. 

The  bulk  of  the  projects  making  up  this  total  were  contained  in  the  proposed 
capital  outlay  statements  submitted  to  the  Legislature  in  1946  by  the  Director  of 
Finance  and  approved  at  that  time.  This  program  includes  projects  in  connection 


with  every  institution  in  our  state  government.  The  Public  "Works  Board  has 
since  approved  construction  expenditures  amounting  to  $107,396,000,  leaving  an 
available  balance  of  $84,900,000,  which,  at  the  rate  plans  are  now  being  prepared, 
will  be  substantially  committed  before  July  of  this  year. 

Funds  Frozen  in  Reserve 

History — -This  fund  of  $116,950,000  is  made  up  of  the  money  set  aside  by  the 
Legislature  in  1947  and  1948.  The  enabling  act  under  which  it  was  set  aside  char- 
acterizes the  fund  in  this  manner:  "To  be  expended  for  construction  improve- 
ments and  equipment  for  state  agencies  as  may  hereafter  be  authorized  by  the 
Legislature. ' ' 

It  is  my  recommendation  that  at  this  session  you  make  this  $116,950,000 
available  for  use  during  the  coming  fiscal  year.  Such  action  is  required  if  the 
construction  program  contemplated  at  the  time  of  its  creation  is  to  push  forward 
without  interruption.  Unless  such  action  is  taken  a  slowdown  in  construction 
activities  under  our  Unified  Building  Program  will  occur  during  the  coming  year. 
All  necessary  planning  in  connection  with  projects  to  be  constructed  out  of  the 
Fixed  Available  Appropriations  and  Interchangeable  Available  Funds  will  have 
been  completed  during  this  calendar  year. 

Looking  at  our  construction  program  in  its  entirety  we  find  that  Public 
Works  Board  commitments  to  date  total  approximately  $143,000,000  out  of  the 
$295,259,000  that  it  has  had  available  for  immediate  use.  In  my  opinion  this  is 
evidence  of  real  progress.  The  board  has  only  been  able  to  undertake  large  scale 
construction  during  the  last  18  months.  Prior  to  that  time  the  program  was  cir- 
cumscribed by  controls,  shortages  of  materials  and  supplies,  and  by  the  inability 
to  get  satisfactory  construction  bids.  Moreover,  we  were  reluctant  to  compete  with 
private  contractors  and  home  builders  for  material  and  manpower. 

I  have  mentioned  previously  the  manner  in  which  steadily  rising  prices  have 
brought  about  changes  in  our  original  concept  of  the  cost  of  the  Unified  Building 
Program.  I  consider  it  unfortunate  that  most  of  the  construction  must  be  under- 
taken during  a  period  of  high  costs.  We  are  dealing  with  a  problem  of  urgent  need, 
however,  and  cannot  afford  to  let  other  factors  interfere.  Increasing  rental  costs, 
outlays  for  temporary  construction  forced  by  crowded  conditions,  confusion  and 
inefficiency  caused  by  congestion,  and  widely  scattered  divisions  in  our  major 
departments,  all  add  to  the  expense  of  delay,  and  offset  any  savings  that  might 
accrue  from  waiting  for  construction  costs  to  decline. 

With  the  completion  of  the  Unified  Building  Program,  we  will  have  eliminated 
the  most  glaring  state  building  deficiencies.  Since  this  phase  of  our  construction 
program  is  now  clearly  defined,  with  the  exception  of  making  the  funds  frozen  in 
reserve  available,  I  wish  to  point  out  that  we  are  still  a  growing  state.  Unless  the 
needs  of  each  year's  growth  are  contained  in  each  annual  budget  we  will  again 
find  ourselves  slipping  behind  even  while  we  are  correcting  errors  and  omissions 
of  the  past.  No  budget  is  honest  that  does  not  contain  the  amount  needed  for  normal 
replacement  and  expansion. 

With  this  thought  in  mind,  I  am  submitting  for  your  consideration  the  new 
construction  needs  of  seven  divisions  of  State  Government.  In  no  case  are  these 
items  included  in  the  Unified  Building  Program.  Bach  item  has  been  carefully 
analyzed  by  the  Department  of  Finance  and  represents  a  matter  of  urgency.  The 
total  request  has  been  held  to  a  minimum.  The  construction  items  recommended 
are  as  follows : 


Department  of  Education $6,610,000 

To  permit  construction  during  the  coming  fiscal  year  of  the  partially  financed 
priority  building  program  of  the  state  colleges ;  to  expand  the  size  of  the  basic 
campus  facilities  of  San  Francisco  State  College ;  to  improve  utilities  at  San  Jose 
State  College ;  to  permit  initial  construction  of  the  new  four  year  college  at  Sacra- 
mento ;  and  to  purchase  additional  needed  land  at  the  Humboldt,  San  Diego  and 
Chico  State  Colleges. 

National  Guard $6,050,000 

To  complete  the  state-wide  permanent  armory  building  program. 

Department  of  Mental  Hygiene $402,000 

To  raise  the  height  of  Suttenfield  Dam  at  the  Sonoma  State  Home  and  to 
provide  additions  to  the  laundry  building  at  the  Norwalk  State  Hospital. 

Department  of  Public  Health $160,000 

To  permit  acquisition  of  the  remaining  parcels  of  land  at  the  site  of  the  depart- 
mental headquarters  office  building  and  laboratory  in  Berkeley. 

Department  of  Natural  Resources  (Forestry) $2,207,139 

To  construct  six  new  forestry  work  camps  to  be  operated  jointly  by  the  Depart- 
ment of  Corrections  and  the  Division  of  Forestry.  These  camps  will  afford  addi- 
tional protection  against  fire  for  our  forests,  and,  at  the  same  time,  help  relieve 
overcrowding  at  our  prisons,  and  provide  useful  working  opportunities  for  the 
prisoners. 

Department  of  Corrections $1,570,400 

To  provide  a  new  administration  building,  sewage  disposal  plant,  maintenance 
and  shop  building  at  San  Quentin ;  maintenance  shops,  combination  gymnasium- 
auditorium,  and  residences  at  Chino ;  additional  improvements  to  the  cell  blocks 
and  industrial  buildings  at  Folsom. 

Department  of  Finance $6,645,000 

To  construct  a  new  two-square-block  state  office  building  on  the  Capitol  Mall ; 
to  provide  additional  office  space  in  the  Public  "Works  Building  Annex ;  to  remodel 
completely  State  Office  Building  No.  1 ;  and  to  acquire  additional  warehouse  space, 
all  in  Sacramento ;  and  to  augment  the  appropriation  for  purchase  of  the  State 
building  site  in  San  Diego. 

LOCAL  ASSISTANCE  BUDGET 

This  is  the  section  of  the  budget  which  lists  all  payments  made  by  the  State 
to  local  government  agencies  including  cities,  counties  and  school  districts.  The 
total  is  $390,392,607,  or  almost  40  percent  of  the  entire  State  Budget. 

All  costs  in  connection  with  old  age  and  needy  blind  assistance  programs 
formerly  listed  in  this  section  as  subventions  to  counties,  have  been  transferred 
to  the  State  Operations  section  of  this  budget  as  a  result  of  voter  approval  of 
Proposition  No.  4.  This  transfer  coupled  with  the  ending  of  certain  emergency 
school  subventions  accounts  for  a  decrease  in  subventions.  Aid  to  partially  self- 
supporting  blind  will  continue  under  county  administration.  I  recommend  that 
payments  to  these  blind  people  be  increased  immediately  to  $85  per  month,  in 
accordance  with  the  increase  in  the  other  assistance  programs. 

The  major  subventions  accounted  for  in  this  budget  are  school  support,  $208,- 
615,000 ;  payments  in  connection  with  social  welfare  and  public  health  programs, 


$30,161,000 ;  state  subventions  for  flood  control  and  local  public  works,  $35,280,000 ; 
and  tax  collections  by  the  State  for  return  to  local  governments,  $112,417,000. 

Two  items  which  have  appeared  in  this  section  of  the  State  Budget  for  the 
past  two  years  will,  I  am  sure,  be  discussed  by  you  during  the  weeks  to  come. 
They  are : 

Child  Care  Centers — State  government  during  the  fiscal  year  has  been  super- 
vising and  providing  financial  assistance  for  298  child  care  centers  located  largely 
in  metropolitan  areas.  The  enrollment  has  been  almost  14,000  children  and  it  is 
increasing.  The  cost  to  the  State  in  the  current  year  is  estimated  to  be  $5,296,000. 
In  discussing  this  subject  in  my  message  to  you  one  year  ago,  I  said : 

' '  I  also  believe  the  Legislature  should  determine  the  future  of  child  care 
centers,  which  automatically  expire  on  May  30th  of  this  year.  No  new  centers 
could  be  established  since  February  20th.  These  child  care  centers  were 
established  first  by  the  Federal  Government  in  wartime,  but  federal  aid 
has  long  since  been  discontinued  and  they  have  since  been  maintained  on  a 
year-to-year  basis.  If  they  are  not  to  be  maintained  beyond  May  30,  1948, 
provision  must  be  made  for  the  care  of  many  of  these  children  in  another 
manner. ' ' 

I  am  now  repeating  my  comment  of  last  year  because  there  has  been  no  change 
in  the  situation  except  that  the  life  of  child  care  centers  has  been  extended  one 
year.  We  still  have  no  long-term  policy  in  this  matter.  The  current  law  provides 
that  child  care  centers  shall  be  closed  on  or  before  June  30,  1949.  It  is  my  belief 
that  a  better  solution  than  this  year-to-year  consideration  should  be  found.  You 
have  before  you  the  findings  of  a  recent  interim  committee  on  this  subject. 

School  Building  Aid — During  the  last  two  years  the  State  has  appropriated 
$55,000,000  to  aid  financially  distressed  school  districts  in  meeting  their  school 
building  needs.  These  appropriations  represented  a  distinct  departure  from  the 
precedent  that  public  school  facilities  should  be  provided  by  local  districts.  We 
went  into  this  type  of  100  percent  grants-in-aid  to  help  in  an  emergency  and  to 
give  distressed  local  districts  time  to  develop  major  long-range  building  programs. 
I  advocated  these  emergency  appropriations  because  I  believed  the  grants  to  be 
a  proper  use  for  excess  funds  which  we  then  had  in  our  State  Treasury.  The  days 
of  surplus  are  ending.  There  is  no  surplus  existent  to  recommend  for  such  use  at 
this  session,  and  for  this  reason  I  suggest  that  the  Legislature  attack  the  problem 
in  its  entirety,  recognizing  that  the  principal  responsibility  for  constructing  school 
buildings  is  that  of  local  government.  The  problem  is  one  of  such  magnitude,  how- 
ever, that  its  solution  is  of  fundamental  importance  to  the  welfare  of  all  our 
people  and  calls  for  the  cooperation  of  both  State  and  local  government. 

REVENUE  AND  TAXATION 

To  finance  this  budget,  adjustments  in  taxes  are  necessary.  More  revenue  will 
be  required  than  can  be  developed  by  present  tax  rates.  Revenue  receipts  under 
current  tax  rates  will  produce  only  $507,268,782  for  the  State  General  Fund  during 
1949-50.  The  General  Fund  expenditure  requirements  set  forth  in  this  budget 
total  $619,575,098. 

The  gap  between  proposed  General  Fund  expenditures  and  revenues  amounts 
to  $112,306,316.  An  anticipated  June  30,  1949,  surplus  of  $27,335,857  will  close 
this  gap  to  $84,970,459.  This,  then,  is  the  amount  which  must  be  considered  in 
relation  to  new  tax  revenues  if  we  are  to  operate  State  Government  with  this 
budget  in  balance. 


I  have  repeatedly  expressed  my  objection  to  using  any  of  our  present  state 
reserves  to  balance  this  budget.  Such  funds  as  we  have  available  in  this  category 
are  earmarked  for  specific  purposes  under  a  long-agreed-upon  program.  I  have 
expressed  the  belief  elsewhere  in  this  message  that  the  urgency  of  our  building 
program  is  such  that  it  will  actually  be  cheaper  to  carry  on  this  program  in  a 
period  of  high  prices  than  to  delay  the  program  in  anticipation  of  a  distant  day 
when  prices  may  be  lower.  Once  spent,  these  reserve  funds  will  never  again  be 
available.  Unless  they  are  spent  for  the  purposes  for  which  they  were  earmarked 
and  saved  we  will  find  ourselves  struggling  through  another  generation  with 
inadequate  facilities  and  will  lack  the  finances  with  which  to  improve  what  is 
already  a  costly  and  deplorable  situation. 

I  have  likewise  expressed  my  opposition  many  times  to  the  diversion  of  funds 
now  held  in  what  we  have  come  to  call  our  "Rainy  Day"  fund.  This  fund  was 
created  for  a  specific  and  easily  understood  purpose  during  a  period  when  surpluses 
were  accumulating  in  our  State  Treasury.  It  was  advocated  as  an  emergency  fund 
for  use  if  and  when  state  revenues  suddenly  declined.  I  am  sure  the  purpose  is 
understandable  in  every  home  in  our  State.  It  is  the  kind  of  a  fund  the  head  of 
every  family  strives  to  create — a  fund  that  can  be  drawn  upon  when  emergencies 
arise  which  cannot  be  met  from  normal  income.  It  takes  no  argument  to  convince 
the  average  household  that  its  modest  "Rainy  Day"  fund  cannot  be  looted  to 
increase  the  standard  of  living  without  quickly  being  dissipated  and  the  house- 
hold being  left  without  any  cushion  for  emergencies.  The  same  situation  exists 
in  State  Government.  We  have  managed  to  build  up  a  "  Rainy  Day ' '  fund  amount- 
ing to  $75,000,000.  It  is  a  large  amount  of  money,  but  it  is  not  a  great  fund  when 
we  bear  in  mind  that  if  our  General  Fund  revenues  were  to  shrink  15  percent, 
this  fund  would  be  eliminated  in  a  single  year. 

I  take  the  position  that  this  fund  should  be  held  intact  for  a  day  of  real 
emergency.  It  should  not  be  used  for  day  to  day  expenditures.  When  either  the 
Legislature  or  the  people  increase  the  costs  of  government,  revenues  should  be 
increased  to  pay  for  each  new  activity.  To  apply  the  "Rainy  Day"  fund  to  the 
increased  costs  of  government  this  year  would  only  delay  for  another  year  the 
balance  which  sound  government  requires  between  taxes  and  expenditures. 

My  first  recommendation  toward  closing  the  gap  between  General  Fund  reve- 
nues and  expenditures  is  that  we  terminate  the  temporary  tax  reductions  and 
return  to  the  1943  tax  levels  in  the  sales,  corporation  and  personal  income  tax 
fields,  as  provided  under  existing  law.  This  would  normally  produce  $86,000,000 
next  year  in  additional  General  Fund  revenue.  However,  only  $64,725,000  of 
this  amount  will  be  available  for  the  financing  of  this  budget,  due  to  the  lag 
between  sales  tax  collections  by  our  retailers  and  the  actual  receipt  of  the  money 
into  the  State  Treasury,  and  due  to  the  fact  that  the  corporation  and  personal 
income  tax  rates  do  not  become  collectible  until  January  1,  1950. 

In  1943  we  found  we  could  maintain  a  balanced  budget  with  lower  sales,  cor- 
poration and  personal  income  tax  rates.  A  reduction  was  made  on  a  temporary 
basis  and  at  each  subsequent  legislative  session  we  have  taken  action  to  continue 
this  reduction  in  force.  In  total,  more  than  $535,000,000  have  been  saved  to  the 
taxpayers  of  California  by  this  program  since  1943.  Without  legislative  action 
this  session  the  rates  will  return  to  their  higher  and  permanent  level.  This  will 
involve  a  return  to  the  3  percent  retail  sales  and  use  tax,  elimination  of  the  15 
percent  credit  allowed  under  the  bank  and  corporation  franchise  tax  and  corporate 
income  tax,  and  a  moderate  increase  in  the  personal  income  tax.  The  $64,725,000 
thus  obtainable  for  General  Fund  use  will  reduce  the  gap  between  General  Fund 
resources  and  proposed  expenditures  to  $20,245,459.  This  figure  is  basic  in  the 
consideration  of  new  tax  sources  with  which  to  balance  this  budget.  There  are 


other  considerations  which  require  attention,  however,  if  the  budget  is  to  be  bal- 
anced in  a  sound  and  workable  manner. 

1.  Included  in  the  estimated  General  Fund  resource  total  is  $27,335,857  of 
surplus  which  is  not  recurring  and  has  no  place  in  a  long-range  tax  program. 

2.  The  $88,767,000  cost  of  Proposition  No.  4,  falling  in  the  budget  year,  is 
not  representative  of  the  annual  cost  of  the  liberalized  program  when  in 
full  effect.  The  cost  in  1950-51,  the  first  full  year  of  operation,  is  estimated 
at  $110,000,000  and  an  increased  drain  of  $21,233,000  on  state  revenues 
available  for  financing  the  next  budget. 

3.  No  provision  is  made  for  special  appropriations  which  the  Legislature  may 
authorize  in  addition  to  the  expenditures  proposed  in  the  budget. 

4.  Sound  fiscal  procedure  requires  a  small  margin  of  safety  between  tax 
income  and  expenditure  requirements. 

A  survey  of  new  or  additional  tax  possibilities  which  could  be  used  for  sound 
and  adequate  budget  financing  points  to  three  sources  from  which  this  amount 
could  be  obtained  without  hardship  to  any  taxpayer  group.  They  are : 

1.  An  increase  in  the  distilled  spirits  excise  tax. 

2.  The  imposition  of  a  cigarette  tax. 

3.  An  increase  in  the  license  fees  levied  upon  pari-mutuel  betting  at  horse- 
racing  meets. 

All  of  these  taxes  rest  upon  luxury  items  which  enjoy  a  comparative  advantage 
under  California  tax  laws.  The  present  liquor  excise  tax  of  80^  per  gallon  is  well 
below  the  $1.42  national  average.  It  can  be  raised  to  $1.50  per  gallon  with  com- 
plete equity.  This  adjustment  would  yield  an  additional  $11,600,000  to  General 
Fund  on  an  annual  basis.  But  here  again  there  will  be  a  lag  in  collections  which 
will  make  only  $9,150,000  available  for  financing  this  budget. 

California  is  one  of  only  12  states  which  does  not  currently  employ  a  cigarette 
or  tobacco  tax.  A  cigarette  tax  of  2c  per  package  would  produce  at  a  normal  rate 
of  $23,300,000  in  a  12-month  period,  but  collection  methods  permit  us  to  count 
upon  only  $18,000,000  during  the  period  covered  by  this  budget.  "With  36  states 
now  levying  either  a  cigarette  or  tobacco  tax,  California  could  well  turn  to  this 
source  for  needed  revenue. 

The  State  is  now  granting  monopoly  preference  in  horse  racing.  Some  of 
these  enterprises,  particularly  the  larger  ones,  are  yielding  fabulous  returns  for 
stockholders.  A  larger  part  of  the  excess  profits  could  well  be  taken  by  the  State 
in  payment  for  the  special  privilege  which  it  is  granting.  It  is  not  unreasonable 
to  look  to  this  source  for  at  least  $4,000,000  of  additional  revenue  during  the  next 
fiscal  year. 

These  three  proposed  adjustments  would  produce  $31,150,000  available  for 
financing  the  budget  I  am  herewith  submitting. 

Because  $29,468,000  of  our  surplus  has  been  required  to  finance  Proposition 
No.  4  for  the  remainder  of  this  fiscal  year,  it  would  seem  appropriate  to  finance  that 
portion  of  the  program  out  of  this  year's  revenue.  This  could  be  largely  accom- 
plished by  restoration  of  the  3  percent  sales  tax  and  by  making  provision  for  the 
liquor  and  cigarette  taxes  herein  mentioned  to  start  as  of  April  1,  1949,  rather 
than  July  1st.  The  sales  tax  would  thus  produce  $14,400,000  additional  and  the 
latter  an  aggregate  of  $8,000,000.  Under  existing  law,  the  tax  restoration  on 
corporate  earnings  and  personal  incomes  becomes  effective  for  the  entire  year 
1949,  payable  in  1950. 

I  am  opposed  to  the  use  of  the  ad  valorem  tax  to  make  up  either  the  amount 
needed  to  balance  this  budget  or  to  develop  revenues  to  finance  any  special  appro- 
priations which  may  be  enacted  during  this  session. 
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Large  as  this  budget  is  in  total,  it  is  a  budget  of  necessities  determined  by  acts 
of  the  Legislature  and  by  measures  initiated  by  the  people.  It  contains  no  frills, 
innovations,  or  extravagances.  It  is  within  both  the  spirit  and  the  letter  of  the 
law.  The  revenues  recommended  should  keep  us  in  balance  with  a  few  million 
dollars  for  a  cushion.  But  these  revenues  will  not  permit  of  any  great  amount  of 
special  appropriations.  It  will  take  a  maximum  of  self-restraint  to  keep  within 
our  financial  means,  particularly  in  view  of  the  fact  that  the  Legislature  has 
already  taken  preliminary  steps  to  establish  new  state  colleges  in  Los  Angeles  and 
new  campuses  of  the  University  at  Santa  Barbara  and  Riverside.  If  new  provisions 
are  made  for  these  institutions,  there  will  be  little  or  no  money  left  for  any  other 
special  appropriations,  if  the  budget  is  to  remain  in  balance. 

The  only  other  sound  alternative,  if  there  are  to  be  additional  appropriations, 
would  be  to  increase  the  revenues  by  additional  taxation. 

It  is  not  possible  to  deal  with  all  matters  in  detail  in  this  message,  but  I  am 
confident  that  as  your  committees  engage  in  the  study  of  the  detail  of  the  entire 
budget  you  will  find  an  honest  and  fair  presentation  of  facts.  The  Department  of 
Finance  and  the  representatives  of  all  state  departments  stand  ready  to  discuss 
the  detail  herein  contained  and  to  cooperate  in  the  t  development  of  additional 
facts. 

The  State  Government  is  a  large  institution.  It  serves  the  people  in  many 
ways.  It  has  grown  in  response  to  the  demands  of  the  people  for  more  and  better 
services  and  in  keeping  with  the  needs  of  our  greatly  increased  population.  Often 
the  people  themselves  initiate  the  legislation  for  these  new  or  expanded  services. 
"We  have  tried  to  keep  the  scope  of  its  activities  within  the  bounds  of  sound 
organization.  But  we  must  recognize  that  the  growth  has  been  rapid  and  that 
some  of  the  activities,  have  of  necessity,  been  established  through  the  years 
in  accordance  with  the  principles  of  trial  and  error.  In  such  circumstances, 
a  complete  inventory  of  our  situation  might  be  in  order.  It  would  not  be 
beyond  the  realm  of  probability  that  both  our  tables  of  organization  and  some  of 
the  methods  used  might  be  subject  to  considerable  improvement  that  would  save 
money  for  our  taxpayers,  and  that  a  study  of  the  entire  governmental  structure 
and  our  relations  with  all  levels  of  government  might  accomplish  such  a  result. 
If  the  Legislature  is  of  the  opinion  that  a  commission  of  governmental  experts 
and  private  citizens  could  do  such  a  job  for  the  benefit  of  our  State,  I  would  be 
happy  to  cooperate  in  such  a  program. 


Governor 
January  21,  1949 
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Letter  of  Transmittal 

Honorable  Earl  Warren,  Governor  of  California 
State  Capitol,  Sacramento,  California 

Dear  Governor  Warren  :  Transmitted  herewith  are  the  summary  schedules 
and  detailed  statements  of  your  budget  for  the  State  of  California  covering  the 
fiscal  year  which  begins  July  1, 1949,  and  ends  June  30, 1950. 

In  accordance  with  your  instructions,  greater  effort  has  been  made  to  study 
the  organization  and  operation  of  all  state  agencies.  Expenditure  recommenda- 
tions have  been  more  closely  related  to  the  current  and  projected  workloads  in 
each  service  provided  by  the  State.  Eapid  progress  has  been  made  during  recent 
years  in  filling  service  deficiencies.  Therefore,  provision  for  improvement  in  stand- 
ards of  service  contained  in  this  budget  are  more  moderate  than  in  your  previous 
budgets. 

Transfer  of  the  aged  and  blind  aid  programs  to  state  operation  on  January  1, 
1949,  will  make  it  necessary  to  reorganize  the  State  Department  of  Social  Welfare, 
provide  greatly  expanded  staffs  for  both  that  department  and  the  State  Controller, 
and  formulate  many  new  administrative  procedures.  On  your  instructions,  the 
Department  of  Finance  has  taken  leadership  in  this  work  and,  in  cooperation  with 
Department  of  Social  Welfare  and  the  State  Controller,  is  making  every  effort  to 
devise  workable  operating  methods  and  efficient  organization  plans.  The  expendi- 
tures recommended  in  this  budget  for  these  two  agencies  reflect  the  preliminary 
conclusions  of  our  joint  studies,  and  are  subject  to  modification  as  more  intensified 
consideration  is  given  to  the  complex  problems  involved.. 

Another  major  reorganization  study  conducted  by  the  Department  of  Finance 
during  recent  months  related  to  the  coordination  of  communication  facilities 
operated  by  the  State.  Eight  state  agencies  now  utilize  radio  communication  sys- 
tems. There  is  great  opportunity  both  for  economy  and  improved  efficiency  in 
the  unification  of  these  systems  into  modern,  centralized  radio  communication 
facilities.  The  more  urgent  recommendations  for  improved  facilities  have  been 
included  in  the  budgets  of  the  several  operating  agencies  and  provision  has  been 
made  for  staffing  the  Communications  Division  in  the  Department  of  Finance  for 
centralized  supervision  of  engineering  and  maintenance.  I  am  hopeful  that  impor- 
tant steps  may  be  taken  in  the  coming  year  toward  the  achievement  of  this  project. 

As  a  means  of  obtaining  valuable  war  surplus  property  for  state  use,  a  small, 
temporary  unit  was  created  in  the  Department  of  Finance  separate  and  apart  from 
the  central  purchasing  division.  Work  of  this  section  will  be  completed  by  the  end 
of  this  fiscal  year  and  it  will  then  be  liquidated.  Property  with  a  "fair"  value  of 
$17,921,896  has  been  purchased  for  the  sum  of  $3,352,396.  The  direct  saving  to 
the  State  has  been  $14,569,500.  In  addition,  the  State  has  obtained  items  which  in 
many  instances  were  unobtainable  in  regular  trade  channels.  Operating  expenses 
will  be  about  $162,000  for  the  four-year  period  ending  June  30,  1949.  Although 
this  service  unit  was  not  organized  to  operate  at  a  profit,  it  will  return  not  only  its 
original  $100,000  revolving  fund,  but  will  show  an  estimated  surplus  of  $18,000. 
It  is  indeed  gratifying  to  report  this  record  of  achievement. 

In  the  past,  I  have  taken  this  opportunity  to  report  upon  the  emergency  funds 
placed  under  my  stewardship.  In  approving  the  1948  Budget  Act,  the  Legislature 
provided  $12,000,000  to  cover  contingencies  and  emergencies  which  might  arise  in 
the  current  fiscal  year.  Of  this  total,  the  $5,000,000  Flood  Control  Fund  remains 
intact  and  will  be  carried  forward  to  the  new  budget.  An  appropriation  of  $1,500,- 
000  was  made  to  meet  salary  costs  in  connection  with  conversion  to  the  40-hour 


week.  The  sum  of  $204,697  was  used  for  this  purpose  and  $1,295,303  will  revert 
to  the  General  Fund  at  the  close  of  this  year.  The  Salary  Increase  Fund  of  $2,000,- 
000  has  been  completely  allotted  in  providing  an  approximate  5  percent  adjustment 
for  employees  in  the  lower  salary  ranges  whose  salaries  were  found  by  the  Personnel 
Board  to  be  out  of  line  with  those  paid  in  other  public  and  private  employment. 
A  deficiency  appropriation  of  $1,800,000  will  be  required  to  extend  this  adjust- 
ment to  other  salaries  shown  by  Personnel  Board  studies  to  be  below  prevailing 
rates  of  pay.  A  total  of  $1,316,875  has  been  allocated  to  date  from  the  $2,000,000 
appropriation  for  contingent  increases  in  commodity  prices  and  institutional 
populations,  principally  because  of  somewhat  higher  food  and  clothing  prices 
and  slightly  greater  mental  hospital  populations  than  were  anticipated  in  the 
current  year's  budget.  Approximately  two-thirds  of  the  normal  emergency  fund 
of  $1,500,000  has  been  allotted  to  meet  unforeseen  contingencies.  The  balance  is 
in  reserve  for  any  additional  emergencies  which  may  occur  during  the  last  half 
of  the  fiscal  year.  Detailed  statements  of  operations  affecting  these  funds  are 
shown  in  the  budget. 

Your  attention  is  called  to  several  improvements  in  the  scope  and  arrange- 
ment of  the  budget.  First,  the  budget  has  been  segregated  into  three  parts,  the 
State  Operations  Budget,  the  Capital  Outlay  Budget,  and  the  Local  Assistance 
Budget,  in  order  to  permit  the  Legislature  and  the  public  to  more  clearly  distin- 
guish between  the  three  major  programs  to  which  state  funds  are  applied.  Second, 
a  section  has  been  added  to  each  agency 's  detailed  budget  setting  forth  the  salient 
facts  as  to  appropriations  available,  expenditures  therefrom  and  unexpended 
balances.  Third,  the  appropriations  proposed  for  the  budget  year  have  been  sum- 
marized. Fourth,  a  summary  statement  of  fixed  charges  has  been  revised  to  segre- 
gate constitutional  from  statutory  fixed  charges  and  to  enable  a  comparison  of 
fixed  charges  with  controllable  expenditures. 

Efficient  fiscal  operation  of  State  Government  depends  upon  the  work  of 
several  hundred  people.  It  would  be  impossible  here  to  acknowledge  my  debt  to 
all  who  have  cooperated  with  me.  However,  I  should  like  to  pay  special  tribute  to 
members  of  the  Public  Works  Board  who  have  been  unflagging  in  their  efforts 
to  make  the  State's  capital  outlay  program  successful.  Members  of  the  board  who 
have  retired  from  state  service  deserve  particular  mention  at  this  time.  The  Legis- 
lative Auditor  has  been  extremely  helpful  with  respect  to  the  building  program 
and  budget  details.  My  thanks  go  to  him,  his  staff,  the  officers  and  employees  in 
other  state  departments,  and  to  my  own  staff,  without  whose  technical  knowledge 
and  untiring  work  preparation  of  this  State  Budget  would  have  been  all  but 
impossible. 

Again  may  I  offer  the  services  of  this  department  to  you  and  to  members  of 
the  Legislature  in  obtaining  any  additional  information  which  may  be  essential 
to  a  careful  consideration  of  this  budget. 


Respectfully  yours, 

1(2  £*   « < 


gfa 


Director  of  Finance 
Januaey  20,  1949 
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-Comparative  State  Expenditures  for  Principal  Governmental  Functions. 

-Budget  Expenditure  Dollar,  1949-50  Fiscal  Year. 
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-Fixed  and  Controllable  Costs  of  State  Government,  1949-50. 
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Estimated  State  Revenues,  1949-50 


State  tax  receipts,  with  few  exceptions,  are  meas- 
ured by  the  volume  of  business  transactions  in  Cali- 
fornia and  the  net  income  derived  therefrom.  On  the 
average,  state  revenues  flow  into  the  Treasury  approxi- 
mately six  months  after  the  taxable  transactions  occur. 
Therefore,  revenues  during  the  1949-50  Fiscal  Year 
will  be  determined  by  the  course  of  business  conditions 
during  the  calendar  year  1949.  The  estimates  presented 
in  this  budget  were  prepared  during  a  period  of  busi- 
ness uncertainty.  Considering  only  apparent  weak- 
nesses in  the  economic  outlook,  it  would  be  possible  to 
forecast  a  substantial  decline  in  state  revenues.  A  care- 
fully reasoned  forecast,  however,  must  also  consider 
the  elements  of  strength  in  the  current  outlook.  Care 
has  been  taken  to  present  such  a  reasoned  forecast  in 
the  estimates  herewith  submitted. 

Revenue  receipts  totaling  $858,193,707  are  antici- 
pated during  the  1949-50  Fiscal  Year.  This  sum  includes 
$793,468,707  estimated  from  present  state  taxes  and 
tax  rates,  and  $64,725,000  to  be  derived  by  the  auto- 
matic expiration  of  temporary  tax  reductions  in  effect 
since  1943. *  The  estimate  does  not  include  the  addi- 
tional revenue  to  be  obtained  by  recommended  budget 
balancing  adjustments  in  the  distilled  spirits  excise  tax, 
horseracing  pari-mutuel  fees,  and  the  enactment  of  a 
cigarette  or  tobacco  tax.  The  $793,468,707  estimated 
for  the  next  fiscal  year  from  present  taxes  and  tax  rates 
may  be  compared  with  $794,393,448  expected  during 
1948-49  and  $722,718,609  received  in  the  period  from 
July  1, 1947,  to  June  30, 1948. 

Receipts  to  the  State  General  Fund  during  the  com- 
ing fiscal  year  are  estimated  at  $571,993,782,  compared 
to  $514,031,621  in  the  current  year  and  $471,696,706 
in  1947-48.  Adjusting  to  a  comparable  basis  by  elimi- 
nating the  $64,725,000  additional  revenue  due  to 
rescinding  the  temporary  provision  of  the  sales,  fran- 
chise, and  income  taxes,  shows  a  total  of  $507,268,782 
in  the  ensuing  year,  or  $6,762,839  less  than  the  total 
anticipated  for  1948-49. 

Receipts  to  special  funds  and  reserves  during  1949- 
50  are  estimated  to  reach  $286,199,925,  compared  to 
$280,361,827  in  the  current  year  and  $251,021,903  in 
1947-48.  Further  increase  in  the  number  of  motor  ve- 
hicles in  operation  and  a  moderately  larger  volume  of 
gasoline  consumption  account  for  virtually  the  entire 
gain  in  the  special  fund  receipts. 

Subventions  from  the  Federal  Government  are  ex- 
pected to  reach  $163,687,432  next  year,  against  $114,- 
311,459  in  1948-49  and  $112,147,722  during  1947-48. 
Larger  contributions  under  the  social  security  program 
and  highway  aid  make  up  most  of  the  increase  in  this 
total.  Receipts  from  the  Federal  Government  are  not 
included  in  the  budget  revenue  totals  given  above. 

§  »  Under  provisions  of  Chapter  12,  Statutes  of  1948,  the  retail 

sales  and  use  tax  rates  will  return  to  3  percent  July  1,  1949  ;  the  15 
percent  credit  allowed  under  the  bank  and  corporation  franchise 
and  corporation  income  taxes  will  be  eliminated  January  1  1950  ; 
personal  income  tax  exemptions  will  be  lowered  from  $3,000 
(single)  and  $4,500  (married  or  head  of  family)  to  $2,000  and 
$3,500  and  the  rate  on  taxable  incomes  between  $5,000  and  $30,000 
will  be  increased  1  percent,  effective  January  1,  1950. 


Economic  Activity 

Since  the  end  of  World  War  II,  California  has  ex- 
perienced a  mounting  wave  of  prosperity.  An  average 
of  4,088,000  persons  were  employed  during  the  calendar 
year  1948.  This  represents  a  gain  of  almost  10  percent 
over  the  average  for  1945.  The  aggregate  income  of 
California  residents  is  estimated  at  17.5  billion  dollars 
for  the  year  just  closed — up  more  than  28  percent  over 
the  1945  total.  Taxable  retail  sales  totaled  approxi- 
mately 11.5  billion  dollars,  against  6.5  billion  dollars 
only  three  years  ago.  Corporate  incomes  taxable  by  the 
State  are  estimated  at  2.1  billion  dollars  for  1948,  in 
comparison  with  1.4  billion  dollars  in  1945.  Similar  in- 
creases could  be  given  for  other  phases  of  economic 
activity,  and  the  gains  recorded  here  have  their  counter- 
parts in  national  data. 

A  number  of  factors  have  combined  to  cause  this 
period  of  prosperity.  During  the  war  period  many  nor- 
mal needs  went  unfilled  while  the  Nation's  production 
was  directed  into  military  channels.  Increased  pur- 
chasing power  and  competition  among  consumers  to 
satisfy  these  deferred  needs  have  been  important  ele- 
ments in  the  intense  economic  pace  of  the  last  three 
years.  Impetus  was  added  by  the  necessity  for  replen- 
ishing inventories — not  only  those  held  for  processing 
and  sale,  but  the  needs  of  industry  and  the  personal 
or  household  supplies  of  several  million  consumer  units 
as  well.  Assistance  to  countries  either  devastated 
or  dislocated  by  the  war  has  added  to  the  pressure 
upon  the  domestic  market.  Inflation,  resulting  from 
deficit  financing  during  the  war,  has  increased  both  the 
dollar  cost  of  meeting  needs  and  the  volume  of  income 
available  for  expenditure. 

Outlook  for  1949 

While  differences  of  opinion  exist  regarding  the 
outlook  for  business  in  1949,  the  range  of  these  differ- 
ences is  not  wide.  Few  economists  foresee  a  continu- 
ation of  the  rapid  inflation  which  has  characterized 
much  of  the  postwar  period  to  date.  Few  of  those  who 
foresee  a  sharp  readjustment  following  the  postwar 
prosperity  anticipate  a  great  decline  during  1949.  The 
weight  of  opinion  almost  certainly  would  fall  between 
the  indefinite  limits  of  moderate  improvement  and  mod- 
erate decline. 

Among  the  factors  counted  upon  to  sustain  eco- 
nomic activity  in  1949  are,  first,  the  need  for  large  de- 
fense expenditures.  International  friction,  which  must 
be  listed  among  current  uncertainties,  will  necessitate 
large  outlays  for  the  equipment  and  maintenance  of 
the  military  establishment.  Minimum  appropriations 
for  this  purpose  in  1949-50  are  estimated  at  15  billion 
dollars — up  one-fourth  from  the  current  year's  total. 
Expansion  of  the  armanent  program  will  have  particu- 
lar effect  upon  aircraft  production  in  California. 

A  second  factor  of  strength  is  the  continued  partici- 
pation by  this  country  in  the  European  Recovery  Pro- 
gram. Although  the  total  expenditure  authorization  for 
this  purpose  may  not  exceed  the  1948-49  total,  empha- 
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sis  will  be  upon  industrial  products  and  machinery 
rather  than  foodstuffs  and  clothing.  This  shift  in  de- 
mand will  bring  additional  pressure  upon  items  likely 
to  be  in  short  supply  in  the  domestic  market. 

As  a  result  of  higher  expenditures  for  defense,  the 
outgo  of  the  Federal  Government  will  be  more  nearly 
in  balance  with  income  during  the  next  fiscal  year. 
Budget  figures  indicate  that  fiscal  operations  of  the 
Federal  Government  during  1949-50  will  take  approxi- 
mately 1.5  billion  dollars  more  money  out  of  the  eco- 
nomic structure  through  taxes  and  other  charges  than 
will  be  put  back  in  the  form  of  government  payments. 
Corresponding  amounts  for  1948-49  and  1947-48  are  2.8 
and  8.8  billion  dollars,  respectively.  Thus,  although 
federal  operations  will  continue  to  exercise  a  deflation- 
ary influence,  this  factor  will  be  less  important  than 
during  the  two  previous  fiscal  years. 

Motor  vehicle  production  since  the  war  has  not 
yet  filled  the  accumulated  replacement  need.  Although 
the  effective  demand  for  new  cars  may  have  been  re- 
duced or  further  postponed  by  high  prices,  there  is 
strong  likelihood  vehicle  production  will  be  fully  as 
large  in  1949  as  in  1948.  A  similar  situation  is  regis- 
tered in  the  building  industry.  While  progress  has  been 
made  in  filling  the  need  for  private  residential  build- 
ing and  some  decline  in  the  volume  of  residential  con- 
struction is  anticipated  for  1949,  the  potential  demand 
is  still  great.  Utility  expansion  will  continue  at  current 
levels,  and  public  construction  is  expected  to  increase 
under  the  enlarged  program  of  school,  hospital,  and 
office  building,  and  other  public  works.  Forecasts  of 
total  building  activity  in  1949  indicate  a  dollar  volume 
slightly  above  the  18  billion  dollar  total  recorded  in 
1948.  With  rearmament,  motor  vehicle  production,  and 
building  all  active,  steel  output  should  continue  near 
capacity,  thus  providing  another  factor  of  strength  in 
the  current  outlook. 

Holdings  of  liquid  assets  by  individuals  in  the  form 
of  money,  bank  deposits,  and  securities  still  remain 
near  the  wartime  peak.  The  distribution  of  these  re- 
sources may  not  be  as  widespread  among  the  total  popu- 
lation as  it  was  at  one  time,  but  a  continued  increase  in 
Series  E  savings  bonds  outstanding  indicates  that 
savings  remain  an  important  potential  resource  of 
many  families.  Spendable  funds  will  be  further  aug- 
mented by  the  refinancing  of  national  service  life  in- 
surance. Although  recomputation  of  war-risk  insurance 
may  not  be  completed  until  late  in  the  year,  a  partial 
refunding  of  premiums  will  place  substantial  payments 
in  the  hands  of  many  veterans. 

To  this  list  of  favorable  elements  in  the  outlook 
there  can  be  added  factors  which  contribute  strength 
in  that  they  will  tend  to  prevent  an  extreme  readjust- 
ment or  immediate  depression.  These  include  parity 
payments  for  a  wide  variety  of  farm  crops,  unemploy- 
ment insurance  and  other  social  security  benefits,  and 
insurance  on  bank  deposits.  A  cautious  inventory  policy 
and  credit  controls  are  other  factors  of  relative 
strength.  The  ratio  of  inventories  to  sales  in  manufac- 
turing and  trade  industries  near  the  close  of  1948  was 
below  that  of  prewar  years.  Apparently  speculation  in 
inventory  values  has  not  been  great,  and  losses  from 
this  source  would  be  light  in  a  moderate  business  rever- 
sal. Similarly,  credit  controls  have  been  instituted  be- 
fore the  volume  of  obligations  became  out-of-line  with 
income,  as  judged  by  prewar  experience.  Credit  losses 
in  a  business  reversal  would  therefore  be  minimized. 


The  question  of  further  wage  and  salary  increases 
must  be  listed  in  the  borderland  between  favorable  and 
unfavorable  business  factors.  In  the  last  three  years, 
wage  increases  undoubtedly  have  contributed  to  the 
volume  of  state  revenue  by  expanding  the  aggregate 
purchasing  power.  At  some  point,  however,  wage  in- 
creases may  become  deflationary.  If  production  costs 
are  raised  by  successive  wage  increases  and  selling 
prices  go  beyond  the  reach  of  a  substantial  segment  of 
the  people,  a  deflationary  adjustment  will  be  likely. 
Whether  this  cumulative  effect  will  result  at  the  next 
step  in  the  current  wage-price  spiral  is  a  question  which 
cannot  now  be  answered. 

Against  this  list  of  strong  or  sustaining  influences 
in  the  current  business  outlook,  it  is  possible  to  show  a 
number  of  potential  weaknesses.  In  rebuilding  inven- 
tories and  assisting  other  nations,  this  country  pro- 
duced a  greater  volume  of  goods  than  was  purchased 
for  domestic  consumption.  As  deferred  needs  are  satis- 
fied, inventories  are  accumulated,  and  other  nations 
become  capable  of  meeting  a  greater  part  of  their  needs, 
adjustments  in  economic  activity  seem  inevitable.  Pro- 
duction must  be  coordinated  with  the  volume  of  goods 
removed  from  distribution  channels.  The  required 
adjustments  have  already  taken  place  in  some  indus- 
tries and  will  be  made  in  others  as  supply  and  demand 
are  brought  into  balance. 

A  record  volume  of  farm  production  has  resulted  in 
price  declines  for  grains,  fruits,  and  vegetables.  Cotton 
during  recent  months  has  been  selling  well  below  the 
quotations  of  a  year  ago.  Although  expansion  of  meat 
supplies  and  dairy  production  depends  upon  an  in- 
crease in  the  number  of  livestock  on  farms,  prices  have 
already  shown  substantial  declines.  In  general,  it  ap- 
pears the  peak  of  farm  prosperity  has  passed.  The 
parity  program  will  curb  further  price  reductions  in 
many  basic  farm  crops,  but  maintenance  of  present 
price  levels  will  mean  a  material  drop  in  farm  income 
compared  to  recent  years. 

Adjustments  have  also  appeared  in  other  lines  of 
production  and  trade.  The  textile  industry,  for  ex- 
ample, has  experienced  periods  of  curtailment  and  re- 
newed production  fairly  typical  of  prewar  years.  Price 
drops  have  been  reported  in  several  apparel  lines,  and 
general  uncertainty  has  prevailed  while  the  market  is 
being  tested  for  a  new  balance  between  production  and 
consumption.  Similar  situations  exist  with  respect  to 
shoes,  household  appliances,  furniture,  and  radios. 

From  the  viewpoint  of  state  revenues,  return  of  a 
buyers'  market  is  an  unfavorable  development.  Main- 
tenance of  sales  volume — and  tax  yield — will  be  more 
uncertain.  Selling  expenses  will  be  increased,  with  a 
possible  reduction  in  the  taxable  income  arising  from 
business  operations. 

Assumptions 

In  appraising  the  probable  trend  of  economic  con- 
ditions, the  favorable  factors  have  been  set  against  the 
unfavorable.  Largely  on  the  basis  of  judgment,  con- 
firmed by  what  appears  to  be  the  prevailing  opinion  of 
others  who  have  made  statements  on  this  subject, 
assumptions  regarding  fundamental  economic  factors 
in  1949  has  been  formulated.  These  assumptions  under- 
lie all  of  the  revenue  forecasts  for  the  1949-50  Fiscal 
Year. 
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(1)  Economic  Activity.  It  has  been  assumed  that 
business  activity  will  average  as  high  in  1949  as  in  1948, 
but  a  moderate  downward  trend  from  the  level  attained 
in  the  fall  of  1948  will  characterize  the  new  year.  It  is 
)  assumed  this  trend  will  result  largely  from  adjustments 
in  nondurable  goods  industries  and  that  durable  lines, 
in  general,  will  remain  at  capacity  levels. 

(2)  Income  of  Individuals.  The  income  of  Cali- 
fornia residents  amounted  to  16.1  billion  dollars  in  1947, 
according  to  estimates  of  the  United  States  Department 
of  Commerce.  Judging  from  available  data,  the  corre- 
sponding figure  for  1948  was  17.5  billion  dollars  and 
the  annual  rate  for  the  fourth  quarter  of  that  year  was 
probably  18.0  billion  dollars  or  more.  A  downward 
trend  from  this  peak  rate  has  been  assumed  for  1949, 
with  a  total  of  17.5  billion  dollars  for  the  year  as  a 
whole.  This  change  is  the  result  of  two  subordinate 
assumptions:  First,  that  salary  and  wage  payments 
during  the  year  as  a  whole  will  be  5  percent  above  1948, 
and  second,  that  income  from  property  will  be  down 
15  percent  due  to  a  decrease  in  farm  income  and  smaller 
business  profits  as  increasing  costs  meet  competitive 
selling  conditions.  No  change  in  Federal  income  tax 
rate  has  been  assumed.  On  this  basis,  spendable  income 
remaining  after  payment  of  federal  and  state  income 
taxes  has  been  estimated  at  15.6  billion  dollars  in  1949. 
Under  the  assumptions  used,  there  will  be  no  net  change 
in  savings  in  1949.  However,  allowance  has  been  made 
for  a  further  expansion  in  short-term  consumer  credit 
amounting  to  200  million  dollars  during  the  year.  This 
represents  approximately  70  percent  of  the  apparent 
credit  expansion  in  1948  and  66  percent  of  the  increase 
indicated  during  1947.  Spendable  resources  in  the  form 
of  current  income  and  short-term  credit  are  estimated 
at  15.8  billion  dollars  for  1949,  compared  with  15.7 
billion  dollars  in  1948,  and  14.2  billion  dollars  in  1947. 

(3)  Price  Levels.  Although  a  varying  pattern  of 
price  changes  has  been  used  in  some  instances,  it  has 
been  assumed  the  price  of  food  and  other  nondurable 
items  will  decline,  while  prices  of  metal  products  will 
increase.  It  is  unlikely  corporate  profits  during  the  year 
will  reflect  inventory  appreciation,  as  in  the  past. 

(4)  Population.  The  United  States  Census  Bu- 
reau has  estimated  California's  population  as  10,031,- 
000  on  July  1,  1948.  It  has  been  assumed  the  State's 
population  will  continue  to  grow,  due  to  the  excess  of 
births  over  deaths  and  to  migration.  The  estimate  for 
July  1,  1949,  is  10,250,000  and  for  Julv  1,  1950,  is 
10,450,000. 

General  Fund  Taxes 

The  pattern  of  economic  conditions  indicated  above 
would  produce  the  $571,994,000  in  revenue  estimated 
for  the  General  Fund  during  1949-50.  Since  the  three 
leading  General  Fund  taxes — those  on  retail  sales,  cor- 
poration franchise,  and  personal  incomes — are  most 
directly  geared  to  business  activity,  any  material  devia- 
tion from  this  pattern  would  affect  General  Fund 
receipts  materially.  If,  for  example,  individual  incomes 
were  to  decline  15  percent  during  1949,  State  receipts 
to  the  General  Fund  would  drop  to  approximately 
W  $526,000,000.  If  income  payments  to  the  people  of  Cali- 
fornia were  to  increase  5  percent,  State  General  Fund 
receipts  would  advance  to  approximately  $620,000,000. 
This  variation  of  about  $50,000,000  on  either  side  of  the 
$572,000,000  budget  estimate  indicates  the  minimum 


and  maximum  which  might  be  anticipated  within  the 
limits  of  any  reasonable  change  from  present  con- 
ditions. 

In  the  span  of  five  years  following  1942,  total 
receipts  advanced  from  $279,322,000  to  $471,697,000, 
and  under  the  estimates  here  presented  are  expected  to 
reach  $514,032,000  in  the  current  fiscal  year.  Large  as 
this  growth  is,  it  does  not  fully  reflect  the  productivity 
of  present  State  taxes  under  prosperous  economic  con- 
ditions. Tax  rate  revisions  and  the  diversion  of  funds 
to  other  purposes  have  reduced  the  volume  of  General 
Fund  revenue  in  recent  years  from  the  total  which 
would  have  resulted  had  the  laws  remained  unchanged. 
The  retail  sales,  franchise,  and  personal  income  taxes 
were  reduced  in  1943  and  the  personal  income  tax  was 
further  adjusted  in  1945.  Under  legislation  adopted  in 
1947,  the  State's  50  percent  share  of  liquor  license  fees 
and  20  percent  share  of  motor  vehicle  "in  lieu  tax" 
receipts  were  relinquished  to  cities  and  counties.  In  the 
same  year  motor  vehicle  transportations  tax  revenues 
formerly  credited  to  the  General  Fund  were  diverted  to 
highway  uses  and  $3,000,000  of  horse  racing  fees  were 
earmarked  for  wild  life  conservation.  If  these  successive 
tax  reductions  and  diversions  had  not  been  made,  Gen- 
eral Fund  income  in  the  current  year  would  have 
reached  $657,000,000,  or  $143,000,000  more  than  is 
anticipated  in  the  estimates  presented  here. 

A  summary  of  General  Fund  revenues  and  related 
economic  data  is  shown  on  page  A-ll.  Amounts  shown 
for  1949-50  include  anticipated  receipts  as  a  result  of 
return  to  the  higher  levels  of  tax  on  retail  sales,  cor- 
porate earnings,  and  personal  income.  They  do  not 
include  possible  revenues  from  a  tobacco  or  cigarette 
tax  or  additional  receipts  which  would  result  from  an 
increase  in  the  liquor  excise  tax  or  horse  racing 
license  fees. 

State  General  Fund  revenues  have  increased  more 
rapidly  than  population.  During  the  five  years  from 
1936  through  1941,  per  capita  receipts  to  the  General 
Fund  averaged  $26.16  per  year.  From  this  level  there 
was  an  almost  continuous  increase  to  the  $50.69  indi- 
cated for  1948-49.  Under  the  estimates  presented  in  this 
budget,  per  capita  General  Fund  receipts  in  1949-50 
will  advance  to  $55.26,2  due  entirely  to  elimination  of 
the  temporary  tax  reductions. 

During  the  war  an  unusually  large  part  of  the  ag- 
gregate personal  income  went  into  federal  bonds  and 
other  types  of  savings.  These  funds  did  not  flow  in 
channels  which  are  subject  to  normal  state  taxes.  Since 
the  war  there  has  been  an  appreciable  expansion  in 
consumer  credit  and  this,  as  well  as  current  income,  has 
generated  state  revenues.  During  the  five  prewar  years, 
General  Fund  revenues  amounted  to  $3.67  per  $100  of 
estimated  expenditures.  In  the  war  years  this  ratio  ad- 
vanced to  an  average  of  $3.91  per  $100  of  expenditures, 
due  largely  to  abnormally  high  sales  tax  payments  by 
industrial  establishments  and  by  individuals  tempo- 
rarily in  the  State  whose  incomes  cannot  properly  be  at- 
tributed to  economic  activity  in  California.  Since  1945- 
46  this  ratio  has  averaged  $3.39  in  state  taxes  per  $100 
of  consumer  expenditures,  and  is  estimated  to  be  $3.61 
in  1949-50,  due  chiefly  to  increased  tax  rates. 

The  estimate  of  retail  sales  and  use  tax  collections 
during  1949-50  is  based  upon  the  relationship  between 

2  This  per  capita  figure  and  the  ratio  of  taxes  to  spendings  do 
not  include  revenues  from  a  tobacco  or  cigarette  tax  or  higher  rates 
on  distilled  spirits  and  horseracing  licenses. 
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taxable  sales  and  total  expenditures  by  the  people  of 
California  during  each  of  the  last  12  years.  On  the 
basis  of  this  established  relationship  and  with  spend- 
able resources  of  $15,825,000,000  assumed  for  1949,  tax- 
able sales  are  estimated  at  $11,602,000,000.3  Although 
the  sales  and  use  tax  rate  will  increase  to  3  percent  July 
1,  1949,  under  the  Governor's  tax  recommendations, 
collections  during  the  July-September  quarter  will 
represent  chiefly  taxes  collected  on  sales  made  during 
the  previous  three  months  at  the  2£  percent  rate.  Allow- 
ing for  this  lag  and  for  the  fact  that  assessments  made 
under  the  State's  audit  program  will  also  relate  pri- 
marily to  the  2J  percent  rate,  sales  tax  revenue  during 
1949-50  has  been  estimated  at  $336,100,000.  Of  this 
amount,  $44,100,000  is  attributable  to  the  increase  in 
tax  rate.  Receipts  during  1948-49  are  estimated  at 
$296,800,000,  and  actual  collections  in  1947-48  were 
$275,566,000. 

Bank  and  corporation  franchise  tax  receipts  during 
1949  will  depend  primarily  on  1948  net  business  earn- 
ings.4 In  estimating  this  year's  collections,  compara- 
tive data  on  taxable  earnings  in  1947  and  1948  were  ob- 
tained from  280  corporations  accounting  for  roughly 
36  percent  of  the  tax.  This  sample  was  classified  into 
broad  industry  groups  and  the  percentage  changes  for 
each  group  were  applied  to  appropriate  segments  of 
the  franchise  tax  base.  Although  wide  differences  in  the 
earnings  of  various  industries  are  indicated,  the  aggre- 
gate franchise  tax  collections  during  1949  should  in- 
crease 10.1  percent  over  the  total  for  1948. 

Franchise  tax  collections  during  1950  will  depend 
upon  business  earnings  in  1949.  During  recent  years 
increasing  inventory  values  has  been  a  factor  in  the  vol- 
ume of  taxable  corporate  earnings.  Under  the  assump- 
tion that  prices  in  general  will  not  rise  appreciably  in 
1949,  this  factor  of  increased  earnings  will  not  be 
reflected  into  1950  tax  receipts.  Consequently,  the  esti- 
mated tax  base  has  been  reduced  10  percent  for  this 
factor.  A  total  of  $82,125,000  has  been  estimated  as 
revenue  from  the  bank  and  corporation  franchise  tax 
and  the  corporation  income  tax  during  1949-50.  Elimin- 
ation of  the  15  percent  temporary  credit  on  tax  liability 
accruing  between  January  1,  and  June  30,  1950,  ac- 
counts for  $6,955,000  of  this  total.  Estimated  receipts 
from  these  two  sources  during  1948-49  amount  to 
$76,325,000,  while  actual  revenues  in  1947-48  totaled 
$69,182,000. 

In  forecasting  personal  income  tax  assessments  dur- 
ing the  current  and  ensuing  fiscal  years,  the  estimate  of 
total  income  received  by  California  residents  has  been 
divided  into  two  parts,  first,  that  derived  from  salaries 
and  wages,  and  second,  that  derived  from  the  owner- 


3  The  correlation  between  taxable  sales  and  estimated  expendi- 
tures during  this  period  is  expressed  by  the  formula  :  taxable  sales 
equal  (.79  times  expenditures)  minus  $900,000,000.  The  average 
deviation  between  actual  sales  and  sales  computed  under  this 
formula  during  the  last  12  years  is  $258,000,000,  or  approximately 
$7,740,000  in  tax  at  the  3  percent  rate.  The  net  deviation,  off- 
setting overages  against  underages,  is  — $22,000,000,  or  the  tax 
equivalent  of  $666,000  per  year. 

*  Since  most  economic  data  are  reported  for  a  calendar  year, 
it  is  more  convenient  to  estimate  state  tax  receipts  on  that  basis 
also.  In  preparing  the  budget  revenue  forecasts,  calendar  year 
collections  are  converted  to  fiscal  year  collections  in  accordance 
with  experience  during  the  last  decade.  For  example,  personal 
income  tax  collections  during  1949  will  be  based  almost  entirely 
upon  the  income  of  California  residents  during  1948.  Approxi- 
mately 80  percent  of  the  total  should  be  received  before  July  1, 
1949,  and  will  fall  into  the  1948-49  Fiscal  Tear  ;  20  percent  should 
come  in  after  July  1,  1949,  and  will  fall  into  the  1949-50  Fiscal 
Tear.  Adjustments  of  this  nature  and  allowance  for  collections 
under  the  State's  audit  program  are  necessary  in  connection  with 
a  majority  of  state  taxes,  but  for  the  sake  of  brevity  are  not 
detailed  in  this  summary  description  of  revenue  estimates. 


ship  of  property.  Tax  payments  on  incomes  of  less  than 
$10,000  per  year  have  been  estimated  on  the  basis  of 
projected  salary  and  wage  incomes.  Taxes  assessed  on 
incomes  of  $10,000  per  year  or  more  have  been  esti- 
mated on  the  basis  of  anticipated  income  arising  from  •  | 
the  ownership  of  property.  The  two  segments  have  been 
combined  in  the  final  totals. 

This  method  of  estimating  personal  income  tax  re- 
ceipts is  new  and  has  been  developed  in  an  effort  to 
overcome  weaknesses  in  the  method  previously  used.  It 
is  believed  salary  and  wage  income  will  increase  mod- 
erately during  1949,  but  property  and  proprietorship 
income  will  decline,  due  largely  to  a  reduction  in  net 
farm  income  and  the  net  earnings  of  small  businesses. 
Thus,  although  personal  income  tax  receipts  based  upon 
salaries  and  wages  may  advance  somewhat,  the  tax  on 
property  income  accruing  primarily  in  the  higher 
brackets  and  subject  to  higher  tax  rates,  will  decline. 
Receipts  from  the  personal  income  tax  during  1949-50 
are  estimated  at  $64,200,000,  of  which  $13,670,000  will 
accrue  as  a"  result  of  terminating  the  present  tempo- 
rary exemptions  and  tax  rates,  effective  January  1, 
1950.  Revenues  in  the  current  year  are  expected  to  total 
$52,500,000.  Actual  receipts  from  the  personal  income 
tax  were  $50,185,000  during  the  1947-48  Fiscal  Year. 

Insurance  gross  premiums  tax  assessments  during 
the  current  fiscal  year  are  based  upon  business  written 
in  1947  and  are  specifically  known  in  amount.  Collec- 
tions during  1949-50  will  depend  upon  premium  re- 
ceipts of  insurance  companies  in  1948  and  have  been 
estimated  upon  the  basis  of  reports  from  104  major 
companies.  The  coverage  effected  in  this  sample  varies 
from  50  percent  in  the  case  of  fire  insurance  to  77  per- 
cent for  life  insurance.  While  some  variation  can  be 
expected  between  actual  collections  and  the  forecast 
for  this  tax,  the  margin  of  difference  should  be  small. 
A  total  of  $22,400,000  has  been  estimated  for  1949-50, 
compared  to  $20,345,000  in  the  current  year  and  $17,- 
304,000  in  1947-48. 

Apparent  consumption  of  alcoholic  beverages  has 
remained  relatively  stable  during  the  last  two  years. 
Distilled  spirits  consumed  per  capita  of  adult  popu- 
lation amounted  to  2.47  gallons  in  1947  and  roughly 
2.40  gallons  in  1948.  Consumption  for  1949  has  been 
estimated  at  2.45  gallons  per  adult.  Receipts  from  this 
source  totaled  $12,399,000  last  fiscal  year.  Revenue  col- 
lections of  $13,250,000  are  anticipated  for  the  cur- 
rent period,  and  $13,630,000  is  forecast  for  1949-50. 
Beer  and  wine  excise  taxes  returned  $3,474,000  to  the 
State  Treasury  in  1947-48,  and  are  expected  to  yield 
$3,620,000  in  the  current  year.  The  total  estimated  from 
these  levies  in  1949-50  is  $3,740,000. 

Inheritance  tax  receipts  cannot  be  estimated  by  any 
objective  method.  They  depend  almost  entirely  upon 
the  number,  size,  and  disposition  of  estates,  and  the 
period  required  for  final  settlement.  General  Fund  in- 
come from  this  source  totaled  $19,400,000  in  1947-48. 
Although  collections  are  currently  running  slightly 
behind  last  year,  the  difference  is  not  great  and  a  total 
of  $20,000,000  is  estimated  for  the  year  as  a  whole. 
Settlement  of  several  large  estates  may  be  completed  t 
in  1949-50,  and  the  sum  for  that  year  has  been  increased 
arbitrarily  to  $22,000,000.  Gift  tax  receipts  may  be  ex- 
pected to  continue  at  approximately  $1,000,000  per 
year. 
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Special  Fund  Revenues 

Motor  vehicle  taxes  and  fees  account  for  84  percent 
of  the  $286,199,925  special  fund  revenues  estimated 
for  1949-50.  Basically,  receipts  from  these  levies  are  not 
likely  to  be  greatly  affected  by  either  an  improvement 
or  a  deterioration  in  business  conditions. 

Fee  paid  motor  vehicle  registrations  during  1948 
are  estimated  at  4,190,000  units,  compared  to  3,879,000 
in  1947.  This  total  is  expected  to  reach  4,450,000  in 
1949  and  4,675,000  in  1950,  judging  from  current 
trends.  It  must  be  emphasized,  however,  that  a  change 
from  manual  to  machine  methods  of  handling  motor 
vehicle  registrations  has  temporarily  affected  registra- 
tion figures,  and  some  deviation  from  these  estimates 
may  be  shown  when  actual  data  become  available. 

Motor  vehicle  registration  and  weight  fees  during 
1947-48  totaled  $32,554,000.  Due  to  an  unavoidable  de- 
lay in  handling  license  remittances  in  the  early  months 
of  1948,  this  total  was  unusually  low.  Approximately 
$7,000,000,  which  normally  would  have  been  cleared 
during  the  last  fiscal  year,  fell  into  the  1948-49  period. 
The  current  year  total  of  $50,926,000  is  therefore  abnor- 
mally large  by  approximately  the  same  amount.  Adjust- 
ment of  the  actual  and  estimated  receipts  to  a  normal 
revenue  flow  would  indicate  $39,500,000  for  1947-48, 
approximately  $43,900,000  for  1948-49,  and  $46,200,000 
in  1949-50.  The  latter  figure  is  not  affected  by  this 


unusual  situation  and  is  the  amount  shown  in  the 
budget  revenue  tabulations. 

Motor  vehicle  license  fee  (in  lieu  tax)  receipts 
totaled  $42,208,000  in  1947-48  and  are  estimated  at 
$35,912,000  for  the  current  year.  In  addition  to  the 
delay  in  reporting,  mentioned  above,  these  amounts 
are  not  strictly  comparable  due  to  a  change  in  the  basis 
of  valuation  and  the  tax  rate  (Chap.  26:Stats.  1948). 
The  estimate  of  revenue  from  this  source  in  1949-50, 
when  the  1948  revision  will  be  fully  operative,  is 
$42,952,000. 

Gasoline  consumption  per  registered  vehicle  during 
the  last  two  years  has  gradually  fallen  below  the  im- 
mediate postwar  peak.  Allowance  for  continuation  of 
this  trend  has  been  made  in  estimating  future  fuel 
consumption.  A  total  of  $132,750,000  is  forecast  for 
1949-50,  against  $127,800,000  estimated  for  the  cur- 
rent year,  and  $116,823,000  in  1947-48.  A  part  of  the 
difference  between  the  two  latter  totals  is  due  to  the 
increase  in  tax  rate  from  3  cents  to  4£  cents  per  gal- 
lon. This  advance  was  not  fully  reflected  in  collection 
figures  covering  the  1947-48  Fiscal  Year. 

Receipts  from  the  motor  vehicle  transportation  tax 
in  the  three  years  covered  by  the  budget  are  substan- 
tially below  the  amounts  reported  in  other  recent  years. 
This  decline  is  due  entirely  to  the  credit  offset,  amount- 
ing to  approximately  one-third  of  all  vehicle  weight 
fees  paid  by  motor  vehicle  transportation  companies, 
allowed  in  legislation  adopted  in  1947. 


STATE  GENERAL  FUND  REVENUES  IN   RELATION   TO   POPULATION,   INCOME  RECEIVED  BY  INDIVIDUALS,  AND  CONSUMER  EXPENDITURES 


Tear 


Estimated 
population 
Dec.  31st 


Total  income 
of  individuals 
(in  millions) 


Estimated 

consumer 

expenditures 

(in  millions) 


State 
fiscal 
year 


General 

Fund 
revenues 


Revenues 

per 

capita 


Revenues 
per  $100  of 
individual 


Revenues 

per  $100  of 

consumer 

expenditures 


1936 6,434,000 

$4,730 

$4,624 

1936-37 

$159,722,000 

$24.82 

$3.38 

$3.45 

1937 6,592,000 

5,047 

4,891 

1937-38 

176,953,000 

26.84 

3.51 

3.62 

1938 6,720,000 

4,772 

4,570 

1938-39 

170,816,000 

25.42 

3.58 

3.74 

1939 6,883,000 

5,047 

4,785 

1939-40 

178,062,000 

25.87 

3.53 

3.72 

1940 7,178,000 

5,605 

5,227 

1940-41 

200,079,000 

27.87 

3.57 

3.83 

1941*___  7,320,000 

7,044 

6,328 

1941-42 

242,667,000 

33.15 

3.45 

3.83 

1942*___  7,467,000 

8,948 

7,096 

1942-43 

279,322,000 

37.41 

3.12 

3.94 

1943*___  7,695,000 

11,579 

8,168 

1943-44 

307,935,000 

40.02 

2.66 

3.77 

1944*___  8,132,000 

12,781 

8,636 

1944-45 

322,491,000 

39.66 

2.52 

3.73 

1945*___  8,812,000 

13,009 

8,539 

1945-46 

363,666,000 

41.27 

2.80 

4.26 

1946 9,642,000 

15,164 

12,805 

1946-47 

447,288,000 

46.39 

3.02 

3.59 

1947 9,922,000 

16,121 

14,177 

1947-48 

471,697,000 

47.54 

2.92 

3.33 

1948 10,140,000 

17,459 

15,735 

1948-49 

514,032,000 

50.69 

2.94 

3.27 

1949 10,350,000 

17,500 

15,825 

1949-50 

571,994,000 

55.26 

3.27 

3.61 

*  Amounts  shown  represent  civilian  population,  estimated  income  of  civilian  population,  and  estimated  civilian  expenditures. 

Population  data  for  the  period  1936  through  1947  are  based  upon  United  States  Census  Bureau  estimates.  Estimates  for  December 
31,  1948  and  1949,  prepared  by  the  Department  of  Finance,  are  tentative  and  subject  to  minor  revision. 

Amounts  of  income  received  by  individuals  in  California,  1936  through  1947,  are  based  on  estimates  prepared  by  the  Office  of  Business 
Economics,  United  States  Department  of  Commerce.  Data  for  1948  and  1949  are  estimates  by  the  State  Department  of  Finance. 

Data  on  consumer  expenditures  are  estimates  by  the  State  Department  of  Finance  based  upon  total  income  less  federal  and  state 
personal  income  taxes,  modified  by  estimated  annual  changes  in  volume  of  liquid  assets  held  by  individuals  and  changes  in  short-term  con- 
sumer credit  outstanding. 
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Schedule  IN 

SUMMARY  OF  ESTIMATED  UNBUDGETED  BALANCES  BY  FUNDS 
AS  OF  JUNE  30,  1950 


Fund 


GENERAL  FUND, 


RESERVE  FUNDS: 

Revenue  Deficiency  Reserve 

Postwar  Employment  Reserve 

Bond  Sinking  Fund  of  1943 

Postwar  Unemployment  and  Construction  Fund- 
Flood  Control  Fund  of  1946 


Totals,  Reserve  Funds 

SPECIAL  FUNDS: 

Accountancy  Fund 

State  Agricultural  Society  Contingent  Fund 

Department  of  Agriculture  Fund 

Alcohol  Beverage  Control  Fund 

Board  of  Architectural  Examiners'  Fund 

Division  of  Architecture  Public  Building  Fund 

Athletic  Commission  Fund 

Banking  Fund 

Barber  Examiners'  Fund 

State  Beach  Fund 

Building  and  Loan  Inspection  Fund 

State  Board  of  Chiropractic  Examiners'  Fund 

Civil  Engineers'  Fund 

Collection  Agency  Fund 

State  College  Fund 

Contractors'  License  Fund 

Board  of  Cosmetology  Contingent  Fund 

State  Dentistry  Fund 

Dry  Cleaners'  Fund 

Department  of  Employment  Contingent  Fund 

Fair  and  Exposition  Fund 

Fish  and  Game  Preservation  Fund 

State  Funeral  Directors  and  Embalmers  Fund 

Bureau  of  Furniture  and  Bedding  Inspection  Fund 

Guide  Dog  Fund 

Highway  Fund 

Highway  Users  Tax  Fund 

Insurance  Fund 

State  Lands  Act  Fund 

Contingent  Fund  of  the  Board  of  Medical  Examiners 

Motor  Vehicle  Fund 

Motor  Vehicle  Fuel  Fund 

Motor  Vehicle  License  Fee  Fund 

Motor  Vehicle  Transportation  Tax  Fund 

Board  of  Nurse  Examiners  Fund 

Optometry  Fund 

Osteopathic  Examiners'  Contingent  Fund 

State  Park  Fund 

State  Park  Maintenance  Fund 

Petroleum  and  Gas  Fund 

Pharmacy  Board  Contingent  Fund 

Board  of  Pilot  Commissioners'  Special  Fund 

Poultry  Testing  Project  Fund 

Private  Detective  Fund 

Public  Health  Fund 

Real  Estate  Fund 

Redemption  Tax  Fund 

Registered  Social  "Workers'  Fund 

School  Fund 

Sixth  District  Agricultural  Association  Fund 

Structural  Pest  Control  Fund 

Transportation  Rate  Fund 

Veterans  Dependents'  Education  Fund 

Board  of  Veterinary  Examiners'  Contingent  Fund 

Watermasters'  Service  Fund 

"Wildlife  Restoration  Fund 

Yacht  and  Ship  Brokers  Fund 

All  Funds  (except  Highway  Fund) — Provision  for  1948- 
49  Salary  Increases 


Totals,  Special  Funds. 


GRAND  TOTALS,  ALL  FUNDS. 


No. 


Sch.  I 


90S 
739 
961 
698 


573 
366 

73 
337 
575 
658 
577 
403 
579 
538 
405 
581 
583 

40 
193 
586 
588 
590 
594 
300 
624 
548 
596 
599 
600 
670 
671 
414 
375 
602 
527 
337 
527 
337 
604 
606 
618 
538 
53S 
566 
608 
620 

76 
592 
645 
417 
314 
610 
951 
369 
612 
652 
718 
614 
684 
550 
616 


Estimated 
Unbudgeted 

Balances, 
July  1,  1949 


S27.335.857 


75.000,000 

233,099,251 

6,931,460 

68,545,527 

21.2S6.342 


$404,862,580 


S189.037 

25,436 

1,880,435 

5,780,000 

21,241 

525,073 

644.578 

435,707 

74,124 

6,371.054 

65.828 

27,805 

479.850 

15.S03 

1,403,590 

369,805 

266.020 

87.350 

104,475 

1,333.199 

8,087.816 

3,532,064 

63,603 

34S.6S4 

275 

12,441,153 

62,166 

1,824.904 

72,130 

455,998 

34,427,581 

33,992,938 

18,800,000 

1,837.563 

414,311 

5,869 

6.444 

4.159,608 

94,474 

38,764 

8,186 

6,500 

38.774 

141,294 

8.119 

1,269,770 

212,451 

30.987 

88,151 

15,058 

11,871 

SS4.542 

190.940 

6,969 

Nil 

5,556,575 

25.000 

—1,000.000 


S14S.25S.942 


S5S0.457.379 


Estimated 

Revenues, 

1949-50 


$571,993,782 


1.022,435 
527,798 


Sl.550,233 


$140,100 

910,500 

3,518.065 

8,330,000 

27,900 

500,000 

226,550 

264,760 

95,700 

170,983 

155,953 

19,950 

206,370 

30,000 

820,263 

369,825 

105,000 

60,240 

156,600 

990,000 

11,577,818 

5,162,994 

30,826 

174,600 

175 

60.000 


1,257,225 

447,026 

188,150 

52,816,672 

137,243,330 

40.063,125 

7,875,000 

115,100 

28.812 

24,250 

341,966 

250,000 

419,182 

120,300 

12,198 

28,652 

37,500 

470,029 

744,650 

280,000 

21,380 

3,295,612 

30,000 

34,850 

1,200,000 

150,000 

9,600 

24,122 

3,000,000 

15,189 


S2S4, 649,692 


Estimated 

Expenditures, 

1949-50 


$619,575,098 


112,528,944 

1,019,218 

32,734,238 

2,902,302 


$149,184,702 


$119,044 

1,979,370 

3,484.982 

8,362.000 

30.732 

391,389 

261,089 

283.358 

96,934 

1,938,614 

143,806 

31,588 

182,184 

34,803 

1,415,437 

451,821 

156.945 

57.395 

167,519 

1.167.200 

11,764,926 

6,192,316 

30,457 

173,208 


130,427,413 

47,034,835 

991.373 

443.S26 

166,139 

21,200,082 

578.784 

37.663,125 

764,634 

112.320 

27,571 

26,364 

1,552.166 

344,474 

404.169 

129.547 

12,198 

58,251 

26,244 

469.834 

517.023 

218,457 

17,527 

3,300.960 

117,525 

35.587 

1,205,351 

262,425 

11,506 

24,122 

3.052.001 

15,189 

1,300,000 


$291,428,139 


Estimated 

Transfers 

Between 

Funds 


S+ 1,055,000 


-1,150,825 


+  127,866,868 
+  174,839.5371 
—127,866,8681 


—31,167,056 
—136,467,601 


-7,204,880 


+  15,825 


+  80,000 


Estimated 
FJnbudgeted 

Balances, 
June  30,  1950 


Sl,060,187,939  L 


S— 20,245,459 


75,000,000 

120,570,307 

5,912,242 

36,833,724 

18.911.838 


$257,228,111 


$210,093 

11,566 

1.913,518 

5,748,000 

18,409 

633.684 

610,039 

417,109 

72,890 

4,603,423 

77,975 

16,167 

504,036 

11,000 

808,416 

287,809 

214,075 

90.195 

93,556 

1.155,999 

6,749,883 

2,502,742 

63,972 

347.076 

450 

9,941.208 

2,090,756 

75,330 

478,009 

34,877,115 

34,189,883 

21.200,000 

1,743,049 

417,091 

7,110 

4.330 

2,949,408 


53,777 

—1,061 

6,500 

25.000 

152,550 

8,314 

1,497,397 

273.994 

34.840 

82,803 

7,533 

11,134 

879,191 

78.515 

5,063 

Nil 

5,504,574 

25,000 

-2,300,000 


$141,480,495 


S37S,463,147 


a  Excluding-  federal  aid  and  trust  fund  receipts  and  disbursements. 
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Schedule  IV 
GENERAL  FUND  BALANCE  SHEET  AS  OF  JUNE  30,  1947,  PER  STATE  CONTROLLER 

RESOURCES 
Cash  in  Treasury: 

Unapplied  Cash  in  the  General  Fund 543,527,062 

Cash  in  Other  Funds  Available  to  the  General  Fund: 

Alcohol  Beverage  Control  Fund S716 

Bank  and  Corporation  Franchise  Tax  Fund 1,590 

Gift  Tax  Fund ___ __ _ 265 

Motor  Vehicle  License  Fee  Fund 752 

Motor  Vehicle  Transportation  Tax  Fund 460 

Personal  Income  Tax  Fund 1,177 

Retail  Sales  Tax  Fund ___ 724                        5,684 

Total  Treasury  Cash  Available  to  the  General  Fund $43,532,746 

Investment*: 

Bonds  at  Par  Value S82,210,000 

Premium  and  Accrued  Interest  on  Bonds  Purchased 376,270  82,586,270 

TOTAL  RESOURCES _ $126, 119,016 


OBLIGATIONS 
Appropriations: 

Appropriations  in  Force,  June  30,  1947 _ _ _         S113,698,075 

Less:  Unencumbered  balances  in  appropriations  which  by  their  terms  are  available 

for  expenditures  chargeable  to  subsequent  fiscal  years 76,299,020 

Appropriations  available  to  meet  obligations  incurred  to  June  30,  1947 S37.399.055 

Less:  Estimated  unencumbered  balances  in  appropriations  to  revert  to  surplus  after 
providing  for  expenditures  chargeable  to  prior  years: 

Temporary  advances  and  revolving  funds  of  which  the  total  amount  appro- 
priated will  revert  to  surplus - -- -  815,690,288 

Unencumbered  balances  which  will  revert  to  surplus __  10,408,023  26,098,311 


TOTAL  OBLIGATIONS _ _ _ SH, 300,744 


SURPLUS 
ACCUMULATED  SURPLUS,  JUNE  30,  1947 §114,818,272 
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TAX  ASSESSING  AND  COLLECTING 

AGENCIES 

Board  of  Equalization: 

Retail  Sales  and  Use  Taxes..-. 

Retail  Sales  Tax  Permit  Fees 

Gross  Premium  Tax  on  Insurance  Com- 
panies  __. 

Alcoholic  Beverage  Taxes  and  Licenses: 

Distilled  Spirits  Excise  Tax 

Beer  and  Wine  Excise  Tax 
Liquor  License  Fees 

Motor  Vehicle  Transportation  License  Tax_ 
Motor  Vehicle  Transportation  License  Fees. 
Private  Car  Company  Tax 
Motor  Vehicle  Fuol  Tax 

Use  Fuel  Tax 

Brokers  and  Producers  License  Fees 
Miscellaneous  Revenues   _ 

Totals,  Board  of  Equalization. 

Franchise  Tax  Commissioner: 

Bank  and  Corporation  Franchise  Tax 
Corporation  Income  Tax 
Personal  Income  Tax 

Totals,  Franchise  Tax  Commissioner 

Controller : 

Inheritance  Tax.    

Gift  Tax 

Miscellaneous  Revenues 

Redemption  Fees  from  Tax  Deeded  Prop- 

S.  R.  A.  Restitutions.. 

Alien  Land  Escheats  and  Rentals 

Totals,  Controller  . 

Department  of  Motor  Vehicles: 

Motor  Vehicle  License  Fees  (In  Lieu  Tax)_ 
Motor  Vehicle  ReKistration  Fees 
Transfer  Fees  _ . 
Drivers  License  Fees. 
Caravan  Fees 
Miscellaneous  Service  Fees 
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Schedule  IX 

STATEMENT  OF  BONDED  DEBT  OF  THE  STATE  OF  CALIFORNIA 
AS  OF  NOVEMBER  30,  1948 


Name  of  issue 


Rate  of 
interest 


Date  of 
maturity 


Amount 
authorized 


Amount 
unsold 


Redemption 

to 

November  30, 

1948 


Amount 

outstanding 

November  30, 

1948 


Amounts  in 
sinking  funds  for 
payment  of  prin- 
cipal November 
30,  1948 


GENERAL  OBLIGATION  BONDS 


GENERAL  FUND 


Funded  Debt  of  1870,  1873 

Indian  War  of  1857,  18601 

Sacramento  State  Buildings  of  19132 

San  Francisco  State  Buildings  of  19132 

State  University  Buildings  of  19152 

State  Buildings  and  University  Buildings  of 

1925* 

California  State  Parks  of  19272 

California  Tenth  Olympiad  of  1927 

First  Highway  of  1909 

Second  Highway  of  1915 

Third  Highway  of  1919 

Unemployment  Relief  of  1933 

Unemployment  Relief  of  19342 


6% 


4% 

4% 

4K% 

4-4K% 

2M-4J^% 

4K% 

4% 

4H% 

3M-4M% 
3M% 


Expired 
Expired 

1965 
1916-65 
1921-65 

1932-65 
1934-57 
1932-71 
1917-61 
1923-62 
1926-65 
1938-47 
1940-49 


$2,801,000 

4,000 

3.000,000 

1,000,000 

1,800,000 

8,500,000 
6,000,000 
1,000,000 
18,000,000 
15,000,000 
40,000,000 
20,000,000 
24,000,000 


$2,801,000 


660,000 
1,120,000 

4,250,000 

3,750,000 

425,000 

12,800,000 

9,750,000 

23,000,000 

20,000,000 

21,600,000 


$4,000 

3,000,000 

340,000 

680,000 

4,250,000 
2,250,000 
575,000 
5,200,000 
5,250.000 
17,000,000 


2,400,000 


Totals,  General  Obligation  Bonds  _ 


$141,105,000 


$100,156,000 


$40,949,000 


SELF-LIQUIDATING  BONDS 

SAN  FRANCISCO  HARBOR 
IMPROVEMENT  FUND 

San  Francisco  Harbor  Improvement  of  19095. 
San  Francisco  Harbor  Improvement  of  19 138_ 
San  Francisco  Harbor  Improvement  of  19297. 
India  Basin  of  1909« 


4% 

4% 

1H% 

4% 


1985 

1989 

1952-76 

1985 


$9,000,000 

10,000,000 

10,000,000 

1,000,000 


$550,000 

5,800,000 

147,000 


$350,000 


$9,000,000 

9,450,000 

4,200,000 

503,000 


Totals,  San  Francisco  Harbor  Bonds. 


VETERANS  FARM  AND 
HOME  BUILDING  FUND 


Veterans'  Welfare  of  1921. 
Veterans'  Welfare  of  1925. 
Veterans'  Welfare  of  1929. 
Veterans'  Welfare  of  1933. 
Veterans'  Welfare  of  1943. 
Veterans'  Welfare  of  1946. 


4M-4H% 

4-4M% 

4-4H% 

2M-3% 

1M% 

2% 


1926-46 
1930-49 
1935-53 
1937-54 
1947-64 
1949-68 


$30,000,000 


$10,000,000 
20,000,000 
20,000,000 
30,000,000 
30,000,000 

100,000,000 


$6,497,000 


$350,000 


$10,000,000 

19,235,000 

12,273,000 

20,822,000 

1,400,000 


$23,153,000 


$55,000,000 


765,000 

7,727,000 

9,178,000 

28,600,000 

45,000,000 


Totals,  Veterans'  Welfare  Bonds. 


$210,000,000 


TOTALS,  SELF-LIQUIDATING  BONDS 
TOTALS,  BONDED  DEBT 


$240,000,000 


$381,105,000 


Less:  Amounts  in  Sinking  Funds,  November 
SO,  1948,  Available  for  Payment  of  Principal. 

NET  BONDED  DEBT 


$55,000,000 


$63,730,000 


$91,270,000 


$61,497,000 


$64,080,000 


$114,423,000 


$61,497,000 


$164,236,000 


$155,372,000 


-21,808,207 


$133,563,793 


$3,000,000 
340,000 
680,000 

4,250,000 

2,250,000 

575,000 


2,400,000 


'$13,495,000 


$4,855,970 
3  442,617 


14,620 


'$8,313,207 


$8,313,207 


$21,808,207 


1  These  bonds  have  never  been  presented  for  payment  and  are  barred  by  the  Statute  of  Limitations ;  however,  the  Legislature  has  appro- 

priated money  to  pay  all  such  bonds  presented  to  date. 

2  Chapter  611,  Statutes  of  1943,  and  Chapter  1492,  Statutes  of  1945,  appropriated  $26,239,738.75  to  the  Bond  Sinking  Fund  of  1943  for  the 

purpose  of  paying  the  principal  and  interest  on  these  issues  to  final  maturity. 

3  In  addition  there  is  $34,678.02  in  the  Olympic  Bond  Fund  and  $5,230,055.28  in  the  Bond  Sinking  Fund  of  1943  which  is  available  for  pay- 

ment of  interest. 
'  In  addition  there  is  $442,160.20  in  the  Seawall  Sinking  Funds  and  $6,706.64  in  the  India  Basin  Sinking  Fund  of  1909  which  is  available 

for  payment  of  interest. 
G  Callable  on  or  after  January  2,  1951,  in  the  amount  available  in  the  sinking  fund. 
6  Callable  on  or  after  January  2,  1955,  in  the  amount  available  in  the  sinking  fund. 
'  $500,000  callable  on  or  after  March  1,  1971. 
•  Callable  on  or  after  January  2,  1941,  in  the  amount  available  in  the  sinking  fund. 


3965      2-49      500 
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